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DEFENSE HOUSING AND COMMUNITY FACILITIES 


MONDAY, JANUARY 22, 1951 


Hovse or REPRESENTATIVES, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 


The committee met at 10:30 a. m., Hon. Brent Spence (chairman) 
presiding. 

Present: Mr. Spence, Mr. Brown, Mr. Patman, Mr. Multer, Mr. 
Deane, Mr. O’Brien, Mr. McKinnon, Mr. Bolling, Mr. Fugate, Mr. 
Kluezynski, Mr. Talle, Mr. Kilburn, Mr. Cole, Mr. Hull, Mr. Nichol- 
son, Mr. McDonough, Mr. Widnall, Mr. Buffett, Mr. Betts. 

The CHarrMan. The committee will be in order. 

We meet this morning to consider H. R. 1272, the defense housing 
and community facilities and services bill. 

(The bill referred to is as follows:) 


[H. R. 1272, 82d Cong., Ist sess.] 


A BILL To assist the provision of housing and community facilities and services required in connection 
with the national defense 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Defense 
Housing and Community Facilities and Services Act of 1951’’. 


DECLARATION OF POLICY 


Sec. 2. The Congress hereby declares that where military personnel or civilian 
workers required for the carrying out of national defense activities being, or to 
be, undertaken in any area or locality must be brought in from other areas or 
localities, or other additions to the local labor force are required for such purpose, 
housing and community facilities and services for such persons and their families 
represent essential defense needs, and that the defense and security of the Nation 
therefore require that housing and community facilities and services needed to 
support national defense activities shall be provided in sufficient time to avoid 
delaying or impeding such activities. The policy to be followed in attaining the 
accomplishment of that objective shall be that, to the maximum extent feasible 
in view of the emergency and the requirements of national defense— 

(1) Federal departments and agencies constructing, or awarding contracts 
for the construction of, national defense facilities, or undertaking, or awarding 
contracts for the undertaking of, national defense activities in any area or 
locality shall take into consideration the manpower needs and the needs for 
housing and community facilities and services which will result in such area 
or locality from such construction, undertaking, or award, and for such 
purpose shall consult with such departments or agencies as the President 
may designate; 

(2) the necessary plans, programs, and assistance for the provision of the 
housing and community facilities and services which will be needed in any 
area as a result of the proposed construction or expansion of a national 
defense facility, or the undertaking of national defense activities, shall proceed 
concurrently with the plans for the construction or expansion of such facility 
or the undertaking of such activities, toward the end that such housing or 
facilities or services shall be available when and where needed to support 
such national defense activities; 
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(3) notwithstanding the type of construction, housing provided to support 
national defense activities shall, to the maximum extent practicable, be held 
for rental for appropriate periods for persons engaged or to be engaged in 
national defense activities; 

(4) private enterprise shall be encouraged to provide as large a part of 
the total defense housing needed as it can, with special governmental assist- 
ance being made available where feasible and necessary to enable private 
enterprise to provide more of the total defense housing needed; 

(5) defense housing shall be constructed by the Government only where 
it cannot otherwise be provided when and where needed, and, where of per- 
manent construction, shall be sold as expeditiously as possible and in the 
public interest taking into consideration the continuation of the need for such 
housing by persons engaged in national defense activities; 

(6) when it is necessary for defense housing to be constructed by the 
Government, such housing shall, wherever possible, be of permanent con- 
struction and shall consist of one- to four-family dwelling structures (including 
row houses) so arranged that they may be offered for separate sale, and pref- 
erence in the sale of such dwellings shall be given to the occupants thereof 
and to veterans; 

(7) community facilities and services needed to support national defense 
activities being, or to be, undertaken shall, insofar as possible, be provided, 
and shall be operated and maintained, by the appropriate State, city, or 
other local agency having responsibility for such facilities or services in the 
area; financial assistance may be extended hereunder by the Federal Govern- 
ment where feasible and necessary to such States, cities, and other local 
agencies for the accomplishment of such purpose; and such facilities and 
services shall be provided, constructed, or operated and maintained by the 
Government directly only where no such State, city, or other local agency 
is available for such provision, construction, operation, or maintenance, or, 
where available, is unable or unwilling to do so with the governmental finan- 
cial assistance which can be etxended hereunder to assist it with such pro- 
vision, construction, or with such operation and maintenance; 

(8) any department or agency performing functions hereunder shall, in 
carrying out such functions, consult with the appropriate State and local 
agencies having responsibilities in connection with the planning, provision, 
construction, or operation of community facilities or services, so that, insofar 
as practicable, community facilities assisted or provided pursuant to this 
Act may be integrated with State and local programs for such facilities and 
services. 


TITLE I—MORTGAGE INSURANCE FOR DEFENSE HOUSING 


Sec. 101. The National Housing Act, as amended, is amended by the addition 
of the following title at the end thereof: 


“TITLE IX—NATIONAL DEFENSE HOUSING INSURANCE 


“Sec. 901. As used in this title, the terms ‘mortgage’, ‘first mortgage’, ‘mortga- 
gee’, ‘mortgagor’, ‘maturity date’, and ‘State’ shall have the same meaning as in 
section .201 of this Act. 

“Src. 902. There is hereby created a National Defense Housing Insurance 
Fund which shall be used by the Commissioner as a revolving fund for carrying 
out the provisions of this title, and mortgages insured under this title shall be 
known and referred to as ‘national defense housing insured mortgages’. The 
Commissioner is hereby authorized and directed to transfer immediately to such 
fund the sum of $10,000,000 from the War Housing Insurance Fund established 
yim to the provisions of section 602 of this Act. Genera] expenses of operation 
of the Federal Housing Administration under this title may be charged to the 
National Defense Housing Insurance Fund. 

“Src. 903. (a) This title is designed to supplement systems of mortgage in- 
surance under other provisions of the National Housing Act in order to assist in 
providing adequate housing in areas or localities in which the President shall 
find that a shortage of housing exists or impends which impedes or threatens to 
impede national defense activities. The Commissioner is authorized, upon appli- 
cation by the mortgagee, to insure under this section or section 908 as hereinafter 
prov ided any mortgage which is eligible fo. insurance as hereinafter provided and 
upon such terms as the Commissioner may presc ribe to make commitments for the 
insuring of such mortgages prior to the date of their execution or disbursement 
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thereon: Provided, That the property covered by the mortgage is in an area or 
locality in which the President shall find that a shortage of housing exists or im- 
pends which impedes or threatens to impede national defense activities, and that 
the total number of dwelling units in properties covered by mortgages insured 
under this title in any such area does not exceed the number authorized by the 
Housing and Home Finance Administrator from time to time as needed in such 
area for defense purposes and to be insured pursuant to this title: Provided further, 
That the aggregate amount of principal obligations of all mortgages insured under 
this title shall not exceed such sum as may be authorized by the President from 
time to time for the purposes of this title pursuant to his authority under section 
217 hereof: Provided further, That the Commissioner shall have power to require 
properties covered by mortgages insured under this title to be held for rental for 
such periods of time and at such rentals or other charges as he may prescribe; and, 
with respect to such properties being held for rental, (a) to require that the 
property be held by a mortgagor approved by him, and (b) to prescribe such 
requirements as he deems to be reasonable governing the method of operation and 
prohibiting or restricting sales of such properties or interests therein or agreements 
relating to such sales: And provided further, That no mortgage shall be insured 
under this title unless the mortgagor certifies under oath that in selecting tenants 
for any property covered by the mortgage he will not discriminate against any 
family by reason of the fact that there are children in the family, and that he will 
not sell the property while the insurance is in effect unless the purchaser so certifies, 
such certification to be filed with the Commissioner. Violation of any such 
certification shall be a misdemeanor punishable by a fine of not to exceed $500. 
“(b) To be eligible for insurance under this section a mortgage shall— 

‘(1) have been made to, and be held by, a mortgagee approved by the 
Commissioner as responsible and able to service the mortgage properly; 

(2) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed 90 per centum of the appraised value (as of the date the 
mortgage is accepted for insurance) of a property, urban, suburban, or rural, 
upon which there is located a dwelling designed principally for residential 
use for not more than two families in the aggregate, which is approved for 
mortgage insurance prior to the beginning of construction, the construction 
of which is begun after the date of enactment of this title. The principal 
obligation of such mortgage shall not, however, exceed $8,100 if such dwelling 
is designed for a single-family residence, or $15,000 if such dwelling is designed 
for a two-family residence: Provided, That if the Commissioner finds that it 
is not feasible within the aforesaid dollar amount limitations to coastruct 
dwellings containing three or four bedrooms per family unit without sacrifice 
of sound standards of construction, design, and livability he may increase 
such dollar amount limitations by not exceeding $900 for each additional 
bedroom (as defined by the Commissioner) in excess of two contained in such 
family unit if he finds that such unit meets sound standards of livability as a 
three-bedroom or a four-bedroom unit, as the case may be; 

‘“(3) have a maturity satisfactory to the Commissioner but not to exceed 
twenty-five years from the date of the insurance of the mortgage; 

“(4) contain complete amortization provisions satisfactory to the Com- 
missioner; 

““(5) bear interest (exclusive of premium charges for insurance) at not to 
exceed 414 per centum per annum on the amount of the principal obligation 
outstanding at any time; 

“(6) provide, in a manner satisfactory to the Commissioner, for the 
application of the mortgagor’s periodic payments (exclusive of the amount 
allocated to interest and to the premium charge which is required for mortgage 
insurance as herein provided) to amortization of the principal of the mortgage; 
and 

“(7) contain sucl* terms and provisions with respect to insurance, repairs, 
alterations, payment of taxes, default reserves, delinquency charges, fore- 
closure proceedings, anticipation of maturity, additional and secondary 
liens, and other matters as the Commissioner may in his discretion prescribe. 

“(¢) The Commissioner is authorized to fix a premium charge for the insurance 
of mortgages under this title but in the case of any mortgage such charge shall 
not be less than an amount equivalent to one-half of 1 per centum per annum 
nor more than an amount equivalent to 114 per centum per annum of the amount 
of the principal obligation of the mortgage outstanding at any time, without 
taking into account delinquent payments or prepayments. Such premium 
charges shall be payable by the mortgagee, either in cash or in debentures issued 
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by the Commissioner under this title at par plus accrued interest, in such manner 
as may be prescribed by the Commissioner: Provided, That the Commissioner 
may require the payment of one or more such premium charges at the time the 
mortgage is insured, at such discount rate as he may prescribe not in excess of the 
interest rate specified in the mortgage. If the Commissioner finds upon the 
presentation of a mortgage for insurance and the tender of the initial premium 
charge or charges so required that the mortgage complies with the provisions of 
this title, such mortgage may be accepted for insurance by endorsement or other- 
wise as the Commissioner may prescribe; but no mortgage shall be accepted for 
insurance under this title unless the Commissioner finds that the project with 
respect to which the mortgage is executed is an acceptable risk in view of the 
needs of national defense referred to in this section. In the event that the. prin- 
cipal obligation of any mortgage accepted for insurance under this title is paid 
in full prior to the maturity date, the Commissioner is further authorized in his 
discretion to require the payment by the mortgagee of an adjusted premium 
charge in such amount as the Commissioner determines to be equitable, but not 
in excess of the aggregate amount of the premium charges that the mortgagee 
would otherwise have been required to pay if the mortgage had continued to be 
insured under this title until such maturity date; and in the event that the prin- 
cipal obligation is paid in full as herein set forth the Commissioner is authorized 
to refund to the mortgagee for the account of the mortgagor all, or such portion 
as he shall determine to be equitable, of the current unearned premium charges 
theretofore paid. 

““(d) Notwithstanding any other provisions of this or any other Act, except 
provisions of law enacted hereafter expressly referring to this paragraph (d), the 
Commissioner, with the approval of the Housing and Home Finance Adminis- 
trator, is further authorized and directed to prescribe such procedures as are 
necessary to secure to persons engaged or to be engaged in national defense activi- 
ties preference or priority of opportunity to purchase or rent properties, or interests 
therein, covered by mortgages insured under this title. 

‘“(e) Any contract of insurance heretofore or hereafter executed by the Com- 
missioner under this title shall be conclusive evidence of the eligibility of the 
mortgage for insurance, and the validity of any contract of insurance so executed 
shall be incontestable in the hands of an approved mortgagee from the date of the 
execution of such contract, except for fraud or misrepresentation on the part of 
such approved mortgagee. 

“Sec. 904. (a) In any case in which the mortgagee under a mortgage insured 
under section 903 shall have foreclosed and taken possession of the mortgaged 
property, in accordance with regulations of, and within a period to be determined 
by, the Commissioner, or shall, with the consent of the Commissioner, have other- 
wise acquired such property from the mortgagor after default, the mortgagee shall 
be entitled to receive the benefit of the insurance as hereinafter provided, upon 
(1) the prompt conveyance to the Commissioner of title to the property which 
meets the requirements of rules and regulations of the Commissioner in force at 
the time the mortgage was insured, and which is evidencéd in the manner pre- 
scribed by such rules and regulations; and (2) the assignment to him of all claims 
of the mortgagee against the mortgagor or others, arising out of the mortgage 
transaction or foreclosure proceedings, except such claims as may have been re- 
leased with the consent of the Commissioner. Upon such conveyance and assign- 
ment the obligation of the mortgagee to pay the premium charges for insurance 
shall cease and the Commissioner shall, subject to the cash adjustment hereinafter 
provided, issue to the mortgagee debentures having a total face value equal to the 
value of the mortgage and a certificate of claim, as hereinafter provided. For,the 
purposes of this subsection, the value of the mortgage shall be determined in 
accordance with rules and regulations prescribed by the Commissioner, by adding 
to the amount of the original principal obligation of the mortgage which was 
unpaid on the date of the institution of foreclosure proceedings, or on the date of 
the acquisition of the property after default other than by foreclosure, the amount 
of all payments which have been made by the mortgagee for taxes, ground rents, 
and water rates, which are liens prior to the mortgage, special assessments which 
are noted on the application for insurance or which become liens after the insur- 
ance of the mortgage, insurance of the mortgaged property, and any mortgage 
insurance premiums paid after either of such dates and by deducting from such 
total amount any amount received on account of the mortgage after either of such 
dates and any amount received as rent or other income from the property, less 
reasonable expenses incurred in handling the property, after either of such dates: 
Provided, That with respect to mortgages which are foreclosed before there shall 
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have been paid on account of the principal obligation of the mortgage a sum equal 
to 10 per centum of the appraised value of the property as of the date the mortgage 
was accepted for insurance, there may be included in the debentures issued by the 
Commissioner, on account of the cost of foreclosure (or of acquiring the property 
by other means) actually paid by the mortgagee and approved by the Commis- 
sioner an amount— 

(1) not in excess of 2 per centum of the unpaid principal of the mortgage 
as of the date of the institution of foreclosure proceedings and not in excess 
of $75; or 

(2) not in excess of two-thirds of such cost, whichever is the greater: 
And provided further, That with respect to mortgages to which the provisions 
of sections 302 and 306 of the Soldiers’ and Sailors’ Civil Relief Act of 1940, 
as now or hereafter amended, apply and which are insured under section 903, 
and subject to such regulations and conditions as the Commissioner may pre- 
scribe, there shall be included in the debentures an amount which the Com- 
missioner finds to be sufficient to compensate the mortgagee for any loss 
which it may have sustained on account of interest on debentures and the 
payment of insurance premiums by reason of its having postponed the insti- 
tution of foreclosure proceedings or the acquisition of the property by other 
means during any part or all of the period of such military service and three 
months thereafter. 

““(b) The Commissioner may at any time, under such terms and conditions as 
he may prescribe, consent to the release of the mortgagor from his liability under 
the mortgage or the credit instrument secured thereby, or consent to the release 
of parts of the mortgaged property from the lien of the mortgage. 

“(e@) Debentures issued under this title shall be in such form and denominations 
in multiples of $50, shall be subject to such terms and conditions, and shall include 
such provisions for redemption, if any, as may be prescribed by the Commissioner 
with the approval of the Secretary of the Treasury, and may be in coupon or 
registered form. Any difference between the amount of debentures to which the 
mortgagee is entitled under this section or section 908 of this Act and the aggre- 
gate face value of the debentures issued, not to exceed $50, shall be adjusted by the 
payment of cash by the Commissioner to the mortgagee from the National 
Defense Housing Insurance Fund. 

“‘(d) The debentures issued under this section to any mortgagee shall be exe- 
cuted in the name of the National Defense Housing Insurance Fund as obligor, 
shall be signed by the Commissioner by either his written or engraved signature, 
and shall be negotiable. All such debentures shall be dated as of the date fore- 
closure proceedings were instituted, or the property was otherwise acquired by the 
mortgagee after default, and shall bear interest from such date at a rate deter- 
mined by the Commissioner, with the approval of the Secretary of the Treasury, 
at the time the mortgage was accepted for insurance, but not to exceed 3 per 
centum per annum, payable semiannually on the Ist day of January and the 
Ist day of July of each year. Such debentures shall mature ten years after the 
date thereof. Such debentures shall be exempt, both as to principal and interest, 
from all taxation (except surtaxes, estate, inheritance, or gift taxes) now or here- 
after imposed by any Territory, dependency, or possession of the United States, 
or by the District of Columbia, or by any State, county, municipality, or local 
taxing authority, and shall be paid out of the National Defense Housing Insurance 
Fund, which shall be primarily liable therefor, and they shall be fully and uncon- 
ditionally guaranteed as to principal and interest by the United States, and such 
guaranty shall be expressed on the face of the debentures. In the event that the 
National Defense Housing Insurance Fund fails to pay upon demand, when due, 
the principal of or interest on any debentures issued under this title, the Secretary 
of the Treasury shall pay to the holders the amount thereof which is hereby 
authorized to be appropriated, out of any money in the Treasury not otherwise 
appropriated, and thereupon to the extent of the amount so paid the Secretary 
of the Treasury shall succeed to all the rights of the holders of such debentures. 

‘“(e) The certificate of claim issued by the Commissioner to any mortgagee 
under this section shall be for an amount determined in accordance with, and shall 
contain provisions and shall be paid in accordance with, the provisions of section 
204 (e) and section 204 (f) of this Act which are applicable to mortgages insured 
under section 207, except that the reference in section 204 (f) to ‘the Housing 
Insurance Fund’ shall be deemed for the purposes of this section to be a reference 
to the National Defense Housing Insurance Fund. 

“(f) Notwithstanding any other provision of law relating to the acquisition, 
handling, or disposal of real property by the United States, the Commissioner 
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shall have power to deal with, complete, rent, renovate, modernize, insure, make 
contracts or establish suitable agencies for the management of, or sell for cash or 
credit, in his discretion, any properties conveyed to him in exchange for debentures 
and certificates of claim as provided in this section; and, notwithstanding any other 
provision of law, the Commissioner shall also have power to pursue to final col- 
lection, by way of compromise or otherwise, all claims against mortgagors assigned 
by mortgagees to the Commissioner as provided in this title: Provided, That sec- 
tion 3709 of the Revised Statutes shall not be construed to apply to any purchase 
or contract for services or supplies on account of such property if the amount 
thereof does not exceed $1,000. The power to convey and to execute in the name 
of the Commissioner deeds of conveyances, deeds of release, assignments, and 
satisfactions of mortgages, and any other written instrument relating to real 
property or any interest therein heretofore or hereafter acquired by the Com- 
missioner pursuant to the provisions of this Act, may be exercised by the Com- 
missioner or by an Assistant Commissioner appointed by him, without the execu- 
tion of any express delegation of power or power of attorney: Provided, That 
nothing in this subsection shall be construed to prevent the Commissioner from 
delegating such power by order or by power of attorney in his discretion, to any 
officer, agent, or employee he may appoint. 

““(g) No mortgagee or mortgagor shall have, and no certificate of claim shall be 
construed to give to any mortgagee or mortgagor, any right or interest in any 
property conveyed to the Commissioner or in any claim assigned to him; nor shall 
the Commissioner owe any duty to any mortgagee or mortgagor with respect to 
the handling or disposal of any such property or the collection of any such claim. 

“Src. 905. (a) Moneys in the National Defense Housing Insurance Fund 
not needed for the current operations of the Federal Housing Administration 
under this title shall be deposited with the Treasurer of the United States to the 
credit of the National Defense Housing Insurance Fund, or invested in bonds or 
other obligations of, or in bonds or other obligations guaranteed as to principal 
and interest by, the United States. The Commissioner may, with the approval 
of the Secretary of the Treasury, purchase in the open market debentures is- 
sued under the provisions of this title. Such purchases shall be made at a price 
which will provide an investment yield of not less than the yield obtainable from 
other investments authorized by this section. Debentures so purchased shall be 
canceled and not reissued. 

“(b) Premium charges, adjusted premium charges, and appraisal and other 
fees, received on account of the insurance of any mortgage insured under this 
title, the receipts derived from any such mortgage or claim assigned to the Com- 
missioner and from any property acquired by the Commissioner, and all earnings 
on the assets of the National Defense Housing Insurance Fund, shall be credited 
to the National Defense Housing Insurance Fund., The principal of and interest 
paid and to be paid on debentures issued in exchange for any mortgage or prop- 
erty insured under this title, cash adjustments, and expenses incurred in the 
handling of such mortgages or property and in the foreclosure and collection of 
mortgages and claims assigned to the Commissioner under this title, shall be 
charged to the National Defense Housing Insurance Fund. 

“Sec. 906. Nothing in this title shall be construed to exempt any real property 
acquired and held by the Commissioner under this title from taxation by any 
State or political subdivision thereof, to the same extent, according to its value, 
as other real property is taxed. 

“Sec. 907. The Commissioner is authorized and directed to make such rules 
and regulations as may be necessary to carry out the provisions of this title. 

“Src. 908. (a) In addition to mortgages insured under section 903 of this title, 
the Commissioner is authorized to insure mortgages as defined in section 901 of 
this title (including advances on such mortgages during construction) which are 
eligible for insurance as hereinafter provided. 

““(b) To be eligible for insurance under this section a mortgage shall meet the 
following conditions: 

‘““(1) The mortgaged property shall be held by a mortgagor approved by the 
Commissioner. The Commissioner may, in his discretion, require such mortgagor 
to be regulated or restricted as to rents or sales, charges, capital structure, rate 
of return, and methods of operation. The Commissioner may make such con- 
tracts with, and acquire for not to exceed $100 stock or interest in any such 
mortgagor, as the Commissioner may deem necessary to render effective such 
restriction or regulation. Sueh stock or interest shall be paid for out of the 
National Defense Housing Insurance Fund, and shall be redeemed by the mort- 
gagor at par upon the termination of all obligations of the Commissioner under 
the insurance. 
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“(2) The mortgage shall involve a principal obligation in an amount— 

“(A) not to exceed $5,000,000; and 

“(B) not to exceed 90 per centum of the amount which the Commissioner 
estimates will be the value of the property or project when the proposed 
improvements are completed: Provided, That such mortgage shall not in 
any event exceed the amount which the Commissioner estimates will be the 
cost of the completed physical improvements on the property or project 
exclusive of off-site public utilities and streets and organization and legal 
expenses; and 

“(C) not to exceed $8,100 per family unit or $7,200 per family unit if the 
number of rooms in such property or project does not equal or exceed four 
per family unit) for such part of such property or project as may be attribu- 
table to dwelling use. 

“The mortgage shall provide for complete amortization by periodic payments 
within such term as the Commissioner shall prescribe, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed 4 per centum per 
annum on the amount of the principal obligation outstanding at any time. The 
Commissioner may consent to the release of a part or parts of the mortgaged 
property from the lien of the mortgage upon such terms and conditions as he may 
prescribe and the mortgage may provide for such release. 

“(C) The mortgagee shall be entitled to receive debentures in connection with 
mortgages insured under this section in the amount and under the conditions 
specified in subsection (g) of section 207 of this Act, and the references in said 
subsection (g) to the cash adjustment provided for in subsection (j) of section 207 
and to the certificate of claim provided for in subsection (h) of section 207 shall 
be deemed to refer respectively to the cash adjustment provided for in subsection 
(c) of section 904 of this Act and to the certificate of claim provided for in sub- 
section (d) of this section. 

“(d) The certificate of claim issued by the Commissioner to any mortgagee 
under this section shall be for an amount determined in accordance with, and shall 
contain provisions and shall be paid in accordance with, the provisions of sec- 
tion 207 (h) of this Act, except that the reference in section 207 (h) to ‘the Housing 
Insurance Fund’ shall be deemed for the purposes of this section to be a reference 
to the National Defense Housing Insurance Fund. 

““(e) Debentures issued under this section shall be issued in accordance with 
the provisions of section 904 (ec) and (d) except that such debentures shall be 
dated as of the date of default as determined in subsection (c) of this section, and 
shall bear interest from such date. 

““(f) The provisions of section 207 (k) and section 207 (1) of this Act shall be 
applicable to mortgages insured under this section and to property acquired by the 

ommissioner hereunder, except that as applied to such mortgages and property 
(1) all references in such sections 207 (k) and 207 (1) to the ‘Housing Fund’ shall be 
construed to refer to the National Defense Housing Insurance Fund, and (2) the 
reference therein to ‘subsection (g)’ shall be construed to refer to subsection (c) 
of this section.” : 

Sec. 102. Sections 1 and 5 of the National Housing Act, as amended, are further 
amended by striking out the words “titles II, III, VI, VII, and VIII’ each time 
or eet and inserting in lieu thereof the words “‘titles II, III, VI, VII, VIII, 
and IX”’, 

Src. 103. Section 212 (a) of said Act, as amended, is hereby amended by delet- 
ing the words “‘or under title VIII, a mortgage or investment” and by inserting in 
lieu thereof the words “‘or under title VIII, or under section 908 of title IX, a 
mortgage or investment’. 

Sec. 104. Section 215 of said Act, as amended, is hereby amended by deleting 
the words ‘‘or title VIII’ and inserting in lieu thereof the words “title VIII, or 
title IX”’. 

Sec. 105. Section 301 (a) of said Act, as amended, is hereby amended by strik- 
ing out of paragraph (1) the words “‘or section 8 of title I of” and inserting in lieu 
thereof the words “section 8 of title I, or title 1X of”’. 

Sec. 106. Section 608 of said Act, as amended, is further amended by striking 
out paragraph (g) thereof and inserting in lieu thereof the following: 

‘‘(g) The Commissioner shall also have power to insure under this title, title I, 
title II, title VIII, or title IX any mortgage executed in connection with the sale 
by him of any property acquired under any of such titles without regard to limi- 
tations upon eligibility, time, or aggregate amount contained therein.” 

Src. 107. Section 24 of the Federal Reserve Act, as amended, is hereby amended 
by striking out of the third sentence “‘or section 8 of title I’’ and inserting in lieu 
thereof the words “section 8 of title I, or title LX’. . 
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Sec. 108. Section 10 of the Federal Home Loan Bank Act, as amended, is 
further amended by striking out of subsection-(a) (1) the words “‘or title VIII” 
and inserting in lieu thereof the words “‘title VIII, or title IX’. 


TITLE II—PROVISION OF DEFENSE HOUSING AND COMMUNITY 
FACILITIES AND SERVICES 


Sec. 201. Upon a finding by the President that in any locality or area housing 
or community facilities or services are needed to carry out the purposes of this 
Act and would not otherwise be provided when and, where required, the Housing 
and Home Finance Administrator (hereinafter referred to as the ‘‘Administrator’’) 
is authorized, subject to the provisions of this title, to provide the needed housing, 
or to extend assistance for the provision of, or to provide, the needed community 
facilities or services, in such locality or area. 

Suc. 202. (a) To the maximum extent feasible and consistent with other require- 
ments of national defense, housing constructed pursuant to the authority of this 
title shall be of permanent construction and shall consist of one- to four-family 
dwelling structures (including row houses) so arranged that they may be offered 
for separate sale. All housing of permanent construction which is constructed or 
acquired under the authority of this title shall be sold as expeditiously as possible 
and in the public interest taking into consideration the continuation of the need 
for such housing by persons engaged in national defense activities. All dwelling 
structures of permanent construction designed for occupancy by not more than 
four familes (including row houses) shall, wherever feasible, be offered for separate 
sale, and preference in the purchase of any such dwelling structure shall be granted 
to occupants and to veterans over other prospective purchasers. All dwelling 
structures of permanent construction in any housing project which are designed 
for occupancy by more than four families (and other structures in such project 
which are not sold separately) shall be sold as an entity. On such sales first 
preference shall be given for such period not less than ninety days nor more than 
six months from the date of the initial offering of such project as the Adminis- 
trator may determine, to groups of veterans organized on a mutual ownership or 
cooperative basis (provided that any such group shall accept as a member of its 
organization, on the same terms, subject to the same conditions, and with the 
same privileges and responsibilities, required of, and extended to, other members of 
the group any tenant occupying a dwelling unit in such project, at any time during 
such period as the Administrator shall deem appropriate, starting on the date of 
the announcement by the Administrator of the availability of such project). 
The Administrator shall provide an equitable method of selecting the purchasers 
when preferred purchasers (or groups of preferred purchasers) in the same prefer- 
ence class or containing members in the same preference class compete with each 
other. Sales pursuant to this section shall be for cash or credit, upon such terms 
as the Administrator shall determine, and at the fair value of the property as 
determined by him: Provided, That full payment to the Government for the prop- 
erty sold shall be required within a period not exceeding twenty-five years with 
interest on unpaid balances at not less than 4 per centum per annum. 

(b) Where it is necessary to provide housing under this title in locations where 
there appears to be no need for such housing beyond the period during which it 
is needed for housing persons engaged in national defense activities, consideration 
shall be given to providing, where feasible and practicable, housing which is of a 
mobile or portable character or which is otherwise constructed so as to be avail- 
able for reuse at other locations. All housing constructed pursuant to the 
authority contained in this title which is of a temporary character, as determined 
by the Administrator, shal] be disposed of by the Administrator not later than 
the date, and subject to the conditions and requirements, hereafter prescribed by 
the Congress: Provided further, That nothing in this sentence shall be constriied 
as prohibiting the Administrator from removing any such housing by demolition 
or otherwise prior to the enactment of such legislation. 

Sec. 203. The cost per family dwelling unit for any housing project constructed 
under the authority of this title shall not exceed an average of $9,000 for two- 
bedroom units in such project, $10,000 for three-bedroom units in such project, 
and $11,000 for four-bedroom units in such project: Provided, That in the Terri- 
tories and possessions of the United States the Administrator may increase any 
such dollar limitation by 33% per centum: And provided further, That for the pur- 
poses of this section the cost of any land acquired by the Administrator upon 
the filing of a declaration of taking in proceedings for the condemnation of fee title 
shall be considered to be the amount required to be paid into court upon the filing 
of such declaration. 
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Sec. 204. In furtherance of the purposes of this title and subject to the provi- 
sions hereof, the Administrator may make loans or grants, or other payments, to 
publie and nonprofit agencies for the provision, or for the operation and main- 
tenance, of community facilities and equipment therefor, or for the provision of 
community services, upon such terms and in such amounts as the Administrator 
may consider to be in the public interest: Provided, That grants or payments 
for the provision, or for the maintenance and operation, of community facilities 
or services under this section shall not exceed the portion of the cost of the provi- 
sion, or the maintenance and operation, of such facilities or services which the 
Administrator estimates to be attributable to the national defense activities in 
the area and not otherwise to be recovered by the public or nonprofit agency: 
And provided further, That any such continuing grant or payment shall be re- 
examined and adjusted annually upon the basis of the ability of the agency to 
bear a greater portion of the cost of such maintenance, Operation, or services as a 
result of increased revenues made possible by such facility or by such defense 
activities. 

Sec. 205. For the purposes of this title, the Administrator is authorized (without 
regard to sections 1136 and 3709 of the Revised Statutes, as amended, section 322 
of the Act of June 30, 1932 (47 Stat. 412), as amended, the Federal Property and 
Administrative Services Act of 1949, as amended, or any Federal, State, or 
municipal laws, ordinances, rules, or regulations relating to plans and specifications 
or forms of contract, to the approval thereof, or to the submission of estimates 
therefor and prior to the approval of title by the Attorney General) to do all 
things which he determines to be necessary or desirable in the public interest for 
or in connection with the planning, acquisition, construction, erection, remodeling, 
operation, rental, repair, maintenance, or disposition of such property housing or 
community facilities, including, without limitation, the making of necessary 
surveys and plans, the acquisition of land or interests in land therefor by condem- 
nation or otherwise, the making of advance payments for leased property, the 
pursuit to final disposition by way of compromise or otherwise, of claims both for 
and against the United States which are not in litigation and which have not been 
referred to the Department of Justice, and the conveyance without cost to States 
and political subdivisions and instrumentalities thereof of property for streets and 
other public thoroughfares and easements for public purposes. 

Sec. 206. Any Federal officer or agency may, upon request of the Administrator, 
transfer to his jurisdiction without reimbursement any lands, improved or unim- 
proved, or other property real or personal, considered by the Administrator to be 
needed or useful for housing or community facilities, or both, to be provided under 
this title, and the Administrator is authorized to accept any such transfers. The 
Administrator may also utilize any other real or personal property under his 
jurisdiction for the purpose of this title without adjustment of the appropriations 
or funds involved. Any property so transferred or utilized, and any funds in 
connection therewith, shall be subject only to the authorizations and limitations of 
this title. The Administrator may, in his discretion, upon request of the Sec: etary 
of Defense or his designee, transfer to the jurisdiction of the Department of 
Defense without reimbursement any land, improvements, housing, or community 
facilities constructed or acquired under the provisions of this title considered by 
the Department of Defense to be required for the purposes of the said Department. 
Upon the transfer of any such property to the jurisdiction of the Department of 
Defense, the laws, rules, and regulations relating to property of the Department of 
Defense shall be applicable to the property so transferred, and the provisions of 
this title and the rules and regulations issued thereunder shall no longer apply. 

Sec. 207. Notwithstanding any other provisions of law, the acquisition by the 
Administrator of any real property pursuant to this title shall not deprive any 
State or political subdivision thereof of its civil or criminal jurisdiction in and over 
such property, or impair the civil or other rights under the State or local law of the 
inhabitants of such property. Any proceedings by the United States for the 
recovery of possession of any property or project acquired, developed, or con- 
structed under this title may be brought in the courts of the States having juris- 
diction of such causes. 

Sec. 208. The Administrator shall pay from rentals annual sums in lieu of 
taxes and special assessments to any State and/or political subdivision thereof, 
with respect to any real property, including improvements thereon, acquired and 
held by him under this title for residential purposes (or for commercial purposes 
incidental thereto), whether or not such property is or has been held in the exclu- 
sive jurisdiction of the United States. The amount so paid for any year upon 
such property shall approximate the taxes and special assessments which would 
be paid to the State and/or subdivision, as the case may be, upon such property 
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if it were not exempt from taxation and special assessments, with such allowance 
as may be considered by him to be appropriate for expenditures by the Federal 
Government for the provision or maintenance of streets, utilities, or other publie 
services to serve such property. 

Sec. 209. In carrying out this title— 

(a) notwithstanding any other provisions of this title, so far as is con- 
sistent with emergency needs, contracts shall be subject to section 3709 of 
the Revised Statutes; 

(b) the cost-plus-a-percentage-of-cost system of contracting shall not be 
used, but contracts may be made on a cost-plus-a-fixed-fee basis: Provided, 
That the fixed fee shall not exceed 6 per centum of the estimated cost; 

(c) wherever practicable, existing private and public community facilities 
shall be utilized or such facilities shall be extended, enlarged, or equipped in 
lieu of constructing new facilities; and 

(d) community facilities and services shall be maintained and operated 
by officers and employees of the United States only if and to the extent that 
appropriate local public and private agencies are, in the opinion of the 
Administrator, unable or unwilling to maintain or operate such community 
facilities and services adequately with their own personnel and with grants 
or payments authorized to be made by this title. 

Sec. 210. (a) Notwithstanding any other provision of law, the wages of every 
laborer and mechanic employed on any construction, maintenance, repair, or 
demolition work authorized by this title shall be computed on a basic day rate of 
eight hours per day and work in excess of eight hours per day shall be permitted 
upon compensation for all hours worked in excess of eight hours per day at not 
less than one and one-half times the basic rate of pay. 

(b) The provisions of the Davis-Bacon Act (49 Stat. 1011), as amended, of 
title 18, United States Code, section 874; and of title 40, United States Code, 
section 276c, shall apply in accordance with their terms to work pursuant to this 
title. 

(c) Any contract for loan or grant, or both, pursuant to this. title shall contain 
a provision requiring that not less than the wages prevailing in the locality, as 
predetermined by the Secretary of Labor pursuant to the Davis-Bacon Act, as 
amended, shall be paid to all laborers and mechanics employed in the constructioa 
of the project at the site thereof; and the Administrator shall require certification 
as to compliance with the provisions of this paragraph prior to making any pay- 
ment under such contract. 

(d) Any contractor engaged in the development of any project financed in 
whole or in part with funds made available pursuant to this title shall report 
monthly to the Secretary of Labor, and shall cause all subcontractors to report 
in like manner, within five days after the close of each month and on forms to 
be furnished by the United States Department of Labor, as to the number of 
persons on their respective payrolls on the particular project, the aggregate 
amount of such payrolls, the total man-hours worked, and itemized expenditures 
for materials. Any such contractor shall furnish to the Department of Labor 
the names and addresses of all subcontractors on the work at the earliest date 
practicable. 

(e) The Secretary of Labor shall prescribe appropriate standards, regulations, 
and procedures, which shall be observed by the Administrator in carrying out the 
provisions of this title, and cause to be made by the Department of Labor such 
investigations, with respect to compliance with and-enforcement of the labor 
standards provisions of this section, as he deems desirable. 

Sec. 211. Moneys derived from rentals, operation, or disposition of property 
acquired or constructed under the provisions of this title shall be available for 
expenses of operation, maintenance, improvement, and disposition of any such 
property, including the establishment of necessary reserves therefor and adminis- 
trative expenses in connection therewith: Provided, That such moneys derived 
from rentals, operation, or disposition may be deposited in a common fund 
account or accounts in the Treasury: And provided further, That the moneys in 
such common fund account or accounts shall not exceed $25,000,000 at any time, 
and all moneys in excess of such amount shall be covered into miscellaneous 
receipts. 

Sec. 212. Notwithstanding the provisions of any other law except provisions 
hereafter enacted expressly referring to this section, the Administrator shall fix 
fair rentals based on the value thereof as determined by him which shall be 
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charged for housing accommodations operated under this title and may prescribe 
the class or classes of persons who may occupy such accommodations, preferences, 
or priorities in the rental thereof, and the terms, conditions, and period of such 
occupancy. 

Sec. 213. There are hereby authorized to be appropriated such sums as may be 
necessary and appropriate for the carrying out of the provisions and purposes of 
this title. 

Sec. 214. Where any other officer, department, or agency is performing, or, in 
the determination of the President, has facilities adapted to the performance of, 
functions, powers, and duties similar, or directly related, to any of the functions, 
powers, and duties which the Housing and Home Finance Administrator is author- 
ized by this title to perform with respect to the construction, maintenance, or oper- 
ation of community facilities for education, health, refuse disposal, sewage treat- 
ment, recreation, water purification, and day-care centers, or the provision of 
community services, the President may transfer to such other officer, department, 
or agency any of the functions, powers, and duties authorized by this title to be 
performed with respect thereto if he finds that such transfer will assist the further- 
; ance of national defense activities, and upon any such transfer, funds in such 
P amount as the Director of the Bureau of the Budget shall determine, but in no 
event in excess of the balance of any moneys appropriated to the Housing and 
Home Finance Administrator pursuant to the authorization therefor contained in 
this title for the performance of the transferred functions, powers, and duties, 
may also be transferred by the President to such other officer, department, or 
agency: Provided, That the President, by Executive order or otherwise, may 
prescribe or direct the manner in which any functions, powers, and duties, which 
the Housing and Home Finance Administrator is authorized by this title to per- 
form with respect to assistance for the construction, or the construction of, any 
community facilities, shall be administered in coordination with other officers, 
departments, or agencies having functions or activities related thereto. 

Sec. 215. As used in this title, the following terms shall have the meanings 
respectively ascribed to them below, and, unless the context clearly indicates 
otherwise, shall include the plural as well as the singular number: 

(a) “State’’ shall mean the several States, the District of Columbia, and Terri- 
tories, and possessions of the United States. 

(b) ‘‘Federal agency’”’ shall mean any executive department or office (including 
the President), independent establishment, commission, board, bureau, division, 
or office in, the executive branch of the United States Government, or other agency 
of the United States, including corporations in which the United States owns all 
or a majority of the stock, directly or indirectly. 

(ec) “Community facility’? shall mean any facility necessary for carrving on 
community living, including primarily waterworks, sewers, sewage, garbage and 
refuse disposal facilities, police and fire protection facilities, police and fire pro- 
tection facilities, public sanitary facilities, works for treatment and purification 
of water, schools, hospitals and other places for the care of the sick, recreational 
facilities, streets and roads, and day-care centers. 

‘ (d) ‘Community service’ shall mean any service necessary for carrying on 
3 community living; including the maintenance and operation of facilities for 

education, health, refuse disposal, sewage treatment, recreation, water purifica- 
i tion, and day-care centers, and the provision of police and fire protection and 
5 other community services. 

(e) ‘‘Nonprofit agency”’ shall mean any agency no part of the net earnings of 
which inures to the benefit of any private shareholder or individual. 

(f) ‘Project’? shall mean housing or community facilities acquired, developed 
: or constructed with financial assistance pursuant to this title. 

(gz) “Veteran’”’ shall mean a person, or the family of a person, who has served 
in the active military or naval service of the United States at any time (i) on or_ 
after September 16, 1940, and prior to July 26, 1947, (ii) on or after April 6, 1917, 
and prior to November 11, 1918, or (iii) on or after June 27, 1950, and prior to such 
date thereafter as shall be determined by the President, and who shall have been 
discharged or released therefrom under conditions other than dishonorable or 
who shall be still serving therein. The term shall also include the family of a 
person who served in the active military or naval service of the United States 
within any such period and who shall have died of causes determined by the 
Veterans’ Administration to have been service-connected. 
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TITLE TII—PROVISION OF SITES FOR NECESSARY DEVELOPMENT 
IN CONNECTION WITH ISOLATED DEFENSE INSTALLATIONS 


Sec. 301. Upon a finding by the President (1) that housing or community 
facilities needed in connection with a defense installation (as defined by the 
President) developed or to be developed in an isolated or relatively isolated area 
would not otherwise be provided when and where required or (2) that there 
would otherwise be speculation or uneconomic use of land resources which would 
impair the efficiency of defense activities, the Housing and Home Finance Admin- 
istrator (hereinafter referred to as the ‘“‘Administrator’’) is authorized to make 
general plans for the development of necessary housing and community facilities 
in connection with such defense installation; to acquire, by purchase, condemna- 
tion, or otherwise, the necessary improved or unimproved land or interests therein; 
to clear land; to install, construct, or reconstruct streets, utilities, and other site 
improvements essential to the preparation of the land for use in accordance with 
said general plans; and to dispose of such land or interests therein for use in 
accordance with such plans and subject to such terms and conditions as he shall 
deem advisable and in the public interest. For the purposes of this title, the 
Administrator may exercise the powers granted to him in title II for the purposes 
thereof: Provided, That no funds made available under this title shall be used 
for the erection of dwellings or other buildings, and funds representing the fair 
value, as determined by the Administrator, of any property acquired under this 
title and used as sites for dwellings or other buildings under title II shall be 
transferred from funds appropriated thereunder and made available for purposes 
of this title III: And provided further, That the provisions of section 210 shall be 
applicable to site development work under this title. 

Sec. 302. Upon a finding by the President that it is necessary or desirable in 
the public interest that land shall be acquired by the Administrator not only 
for the purposes of section 301 hereof but for the defense installation to be served 
thereby, the Administrator is authorized to acquire improved or unimproved 
land for such defense installation and, in connection therewith, to exercise any 
powers granted under this title. The Administrator may transfer such property 
to the appropriate Federal, State, local or private agency, person, or corporation 
upon such terms and conditions as he shall determine to be in the public interest. 

Sec. 303. With respect to any real property acquired and held by the Admin- 
istrator pursuant to this title and with respect to any defense installation owned 
by the Federal Government in connection with which such property is acquired, 
the Administrator may pay annual sums in lieu of taxes to the appropriate State 
and local taxing authorities: Provided, That, in making any such payments, the 
Administrator shall take into consideration other payments by the Federal 
Government to the State and local taxing authorities, the value of services 
furnished by such taxing authorities in connection with the property or installa- 
tion, and the value of any services provided by the Federal Government. 

Sec. 304. The Administrator is authorized to obtain money from the Treasury 
of the United States for use in the performance of the functions, powers, and duties 
granted to him by this title; not to exceed a total of $10,000,000 outstanding at 
any one time. For this purpose appropriations not to exceed $10,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administrator from the revolving fund when requested by 
the Administrator. As the Administrator repays the amounts thus obtained 
from the Treasury, the repayments shall be made to the revolving fund. The 
Administrator shall pay into the Treasury as miscellaneous receipts interest on 
the outstanding advances from the Treasury provided for by this section. The 
Secretary of the Treasury shall determine the interest rate annually in advance, 
such rate to be calculated to reimburse the Treasury for its cost, taking into con- 
sideration the current average interest rate which the Treasury pays upon its 
marketable obligations, 


TITLE IV—PREFABRICATED HOUSING 


Sec. 401. Section 102 of the Housing Act of 1948, as amended, is amended by 
striking out the words “for the production of prefabricated houses or prefabricated 
housing components, or for large-scale modernized site construction” at the end 
of the first sentence thereof and inserting the following: ‘“‘for production or dis- 
tribution of prefabricated houses or housing components and for related purposes, 
or for large-scale modernized site construction’’, and by inserting after the word 
“‘determine’’ in the second sentence thereof the words ‘“‘and may be made either 
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directly or in cooperation with banks or other lending institutions through agree- 
ments to participate or the purchase of participation or otherwise’’. 

Sec. 402. The Housing Act of 1948, as amended, is amended by inserting before 
section 103 thereof the following new sections: 

“Sec. 102a. To assure the maintenance of industrial capacity for the produc- 
tion of prefabricated houses and housing components so that it may be available 
for the purposes of national defense, the Housing and Home Finance Adminis- 
trator is authorized to make loans to and purchase obligations of any business 
enterprise or financial institution for the purpose of providing financial assistance 
for the production or distribution of prefabricated houses or prefabricated housing 
components and for related purposes. Such loans may be made upon such terms 
and conditions and with such maturities as the Administrator may determine 
and may be made either directly or in cooperation with banks or other lending 
institutions through agreemeats. to participate or the purchase of participation 
or otherwise: Provided, That the total amount of commitments for loans made 
and obligations purchased under this section shall not exceed $15,000,000 out- 
standing at any one time, and no financial assistance shall be extended under 
this section unless it is not otherwise available on reasonable terms. The Admin- 
istrator is further authorized to issue to the Secretary of the Treasury, and the 
Secretary of the Treasury is authorized to purchase, obligations of the Admin- 
istrator in an amount outstanding at any one time sufficient to enable the Admin- 
istrator to carry out his functions under this section, such obligations to be in 
substantially the same form, and be issued in the same manner and subject to 
the same conditions, except as to the total amount thereof, as obligations issued 
by the Administrator pursuant to Reorganization Plan 23 of 1950. 

“Sec. 102b. In the performance of, and with respect to, the functions, powers, 
and duties vested in him by Reorganization Plan 23 of 1950 and by section 102a 
hereof, the Housing and Home Finance Administrator shall, in addition to any 
powers, functions, privileges, and immunities otherwise vested in him— 

(1) have the powers, functions, privileges, and immunities transferred to 
him by said Reorganization Plan and the same powers, functions, and duties 
as set forth in section 402 of the Housing Act of 1950, except subsection (c) 
(2) thereof, with respect to loans authorized by title IV of said Act; 

“*(2) take any and all actions determined by him to be necessary or desir- 
able in making, servicing, compromising, modifying, liquidating, or other- 
wise dealing with or realizing on loans thereunder.”’ 

Sec. 403. The third paragraph of section: 24 of the Federal Reserve Act, as 
amended, is amended by adding in clause (d) the words ‘‘or the Housing and 
Home Finance Administrator’ after the words “the Reconstruction Finance 
Corporation” and by adding the words “or of section 102 or 102a of the Housing 
Act of 1948, as amended,” after the words ‘“‘provisions of the Reconstruction 
Finance Corporation Act, as amended,’’. 


TITLE V—AMENDMENTS TO EXISTING LAWS AND GENERAL 
PROVISIONS 


Sec. 501. Title VIII of the National Housing Act, as amended, is hereby 
amended— 

(a) By striking out of section 803 (a) “July 1, 1951” and substituting therefor 
“July 1, 1953’. 

(b) By inserting after the words ‘“‘National Military Establishment” in the last 
sentence of section 803 (d) the words ‘or the Atomic Energy Commission’’. 

(ec) By adding at the end thereof the following new section: 

“Sec. 810. A mortgage which meets all of the eligibility requirements of this 
title except those specified in section 803 (b) (2) and which is secured by property 
designed for rent for residential use by personnel of the Atomic Energy Com- 
mission (including military personnel and Government contractors’ employees) 
employed or assigned to duty at the Atomic Energy Commission installation at or 
in the area of which such property is constructed shall be eligible for insurance 
under this title if the Atomic Energy Commission or its designee shall have 
certified to the Commissioner that the housing with respect to which the mortgage 
is made is necessary to provide adequate housing for such personnel, that such 
installation is deemed to be a permanent part of the Atomic Energy Commission 
establishment, and that there is no present intention to substantially curtail 
activities at such installation. Notwithstanding the provisions of any other law, 
preference or priority of opportunity in the occupancy of the mortgaged property 
for such personnel and their immediate families shall be provided under such 
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regulations and procedures as may be prescribed by the Commissioner. To 
effectuate the purpose of this title the Atomic Energy Commission or its designee 
is authorized to exercise all the authority granted to the Secretary of Defense or 
the Secretary of the Army, Navy, or Air Force pursuant to this title. Nothing 
herein contained shall impair the powers vested in the Atomic Energy Commission 
by the Atomic Energy Act of 1946.” 

Sec. 502. Public Law 671, Seventy-sixth Congress, as amended, is hereby 
amended— 

(a) By inserting after the word “subject” in the third sentence of section 204 
thereof the words “‘to the limitations upon payments in lieu of taxes in section 
10 (h) of said Act until the President shall have determined that such project is no 
longer needed to house persons engaged in national defense activities, or’; and 

(b) By inserting after the words “‘of the United States Housing Act of 1937, as 
amended,’’ in the last sentence of section 204 thereof, the words ‘‘nor to the pro- 
visions of the said Act, or of any other law, except provisions hereafter enacted 
expressly referring to this section, relating to rentals of, preferences or eligibility 
for admission to, occupancy of, or eviction from, such dwellings,”’ 

Sec. 503. The Act entitled ‘An Act to expedite the provision of housing in 
connection with national defense, and for other purposes’’, approved October 14, 
1940, as amended, is hereby amended by adding at the end thereof the following 
new section 611: 

“Sec. 611. Notwithstanding any other provision of law, the President is 
authorized to extend, for such period or periods as he shall specify, the time within 
which any action is required or permitted to be taken by the Administrator or 
others under the provisions of this title (or any contract entered into pursuant to 
this title), upon a determination by him, after considering the needs of national 
defense and the effect of such extension upon the general housing situation and 
the national economy, that such extension is in the public interest.’’ 

Sec. 504. Section 207 (c) of the National Housing Act, as amended, is hereby 
amended (1) by striking out of clause ‘‘(i)”’ in paragraph numbered ‘‘(2)”’ the words 
“of the property or project’ and inserting in lieu thereof the words ‘‘of the prop- 
erty or project attributable to dwelling use’’; and (2) by striking out of clause 
“‘(ii)”’ in paragraph numbered ‘“‘(2)”’ the words ‘‘and not in excess of $10,000 per 
family unit’”’ and inserting in lieu thereof the words ‘‘and not in excess of $10,000 
per family unit and (iii) 90 per centum of the estimated value of such part of such 
property or project as may be attributable to nondwelling use’’; and (3) by strik- 
ing out of paragraph numbered ‘(3)” the words “four and one-half per family 
unit’’ and substituting therefor the words ‘‘four per family unit’’. 

Sec. 505. Title II of the National Housing Act, as amended, is hereby amended 
by adding at the end thereof the following new sections: 


“WAIVER OF OCCUPANCY REQUIREMENTS FOR SERVICEMEN 


“Sec. 216. The Commissioner is hereby authorized to insure any mortgage 
otherwise eligible for insurance under any of the provisions of this Act without 
regard to any requirement that the mortgagor be the occupant of the property at 
the time of insurance, where the Commissioner is satisfied that the inability of the 
mortgagor to occupy the property is by reason of his entry into military service 
subsequent to the filing of an application for insurance and the mortgagor ex- 
presses an intent to occupy the property upon his discharge from military service. 


“GENERAL MORTGAGE INSURANCE AUTHORIZATION 


“Sec. 217. Notwithstanding limitations contained in any other section of this 
Act on the aggregate amount of principal obligations of mortgages which may be 
insured under any title of this Act, such aggregate amount shall, with respect to 
any title of this Act (except title VI) be prescribed by the President, taking into 
consideration the needs of national defense and the effect of additional mortgage 
insurance authorizations upon conditions in the building industry and upon the 
national economy: Provided, That the aggregate dollar amount of the mortgage 
insurance authorization prescribed by the President with respect to title LX of 
this Act plus the aggregate dollar amount of all increases in mortgage insurance 
authorizations under other titles of this Act prescribed by the President pursuant 
to authority contained in this section shall not exceed $3,000,000,000.”’ 

Sec. 506. Notwithstanding any other provision of law or Reorganization Plan 
22 of 1950, one of the five or more persons constituting the Board of Directors of 
the Federal National Mortgage Association shall be appointed by the Adminis- 
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trator of Veterans’ Affairs from among the officers or employees of the Veterans’ 
Administration. 

Src. 507. (a) Section 702 of the National Housing Act, as amended, is hereby 
amended by adding the following new paragraph at the end thereof: 

““(3) After completion of the project the investor must establish in a ‘man- 
ner satisfactory to the Commissioner that the project is free and clear of liens 
and that there are no other outstanding unpaid obligations contracted in 
connection with the construction of the project, except taxes and such other 
liens and obligations as may be approved or prescribed by the Commissioner. 
Debentures issued by the investor which are payable out of net income from 
the project and from the benefits of the insurance contract shall not be con- 
strued as ‘unpaid obligations’ as such term is used in this paragraph.” 

(b) Section 707 of the National Housing Act, as amended, is hereby amended 
by adding the following new sentence at the end thereof: ‘‘Nothing contained in 
this title or any other provision of law shall be construed as preventing or restrict- 
ing an investor from assigning, pledging, or otherwise transferring or disposing of, 
subject to rules and regulations of the Commissioner, any or all rights, claims, 
or other benefits under any insurance contrect made pursuant to this title to an 
assignee, pledgee, or other transferee, including the holders (or the trustee for 
such holders) of any debentures issued by the investor in connection with the 
project to which such insurance contract relates, and the Commissioner is author 
ized to pay claims or issue debentures in accordance with the provisions of this 
section and section 708 of this title to any such assignee, pledgee, or other 
transferee.”’ ; 

Sec. 508. Section 713 (n) of the National Housing Act, as amended, is hereby 
amended by adding before the period at the end thereof the words ‘‘or such lesser 
amount as shall be agreed upon by the investor and the Commissioner”’ 

Sec. 509. Section 713 (0) of the National Housing Act, as amended, is hereby 
amended by inserting before the period at the end thereof the words ‘‘and income 
taxes’’. 

Sec. 510. The Administrator and each of the officers and agencies designated 
by him under section 214 hereof shall, with respect to functions, powers, and 


duties exercised by them, respectively, under title IT or title III hereof— 


(a) prepare annually and submit a budget program as provided for wholly 
owned Government corporations by the Government Corporation Control 
Act, as amended; 

(b) maintain an integral set of accounts which shall be audited annually 
by the General Accounting Office in accordance with the principles and pro- 
cedures applicable to commercial transactions as provided by the Govern- 
ment Corporation Control Aet, as amended, and no other audit shall be 
required; and 

(c) make an annual report to the President for submission to the Congress 
as soon as practicable following the close of the year for which such report is 
made. 

Sec. 511. The Seeretary of Defense or his designee shall hereafter be included 
in the membership of the National Housing Council in the Housing and Home 
Finance Agency, and the Chairman of the Board of Directors of the Reeonstruc- 
tion Finance Corporation or his designee shall not hereafter be included in the 
membership of said Council. 

Sec. 512. Insofar as the provisions of any other law are inconsistent with the 
provisions of this Act, the provisions of this Aet shall be controlling. 

Sec. 513. Except as may be otherwise expressly provided in this Act, all 
powers and authorities conferred by this Act shall be cumulative and additional 
to and not in derogation of any powers and authorities otherwise existing. Not- 
withstanding any other evidence of the intention of Congress, it is hereby declared 
to be the controlling intent of Congress that if any provisions of this Act, or the 
application thereof to any persons or circumstances, shall be adjudged by any 
court of competent jurisdiction to be invalid, such judgment shall not affect, 
impair, or invalidate the remainder of this Act or its application to other persons 
and circumstances, but shall be confined in its operation to the provisions of this 
Act or the application thereof to the persons and circumstances directly involved 
in the controversy in which such judgment shall have been rendered. 


The CuarrMan. The Administrator of the Housing and Home 


Finance Agency is the first witness, Mr. Foley. 
You may proceed. 
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STATEMENT OF RAYMOND M. FOLEY, HOUSING AND HOME 
FINANCE ADMINISTRATOR, ACCOMPANIED BY B. T. FITZ- 
PATRICK, DEPUTY ADMINISTRATOR AND GENERAL COUNSEL 


Mr. Foutey. Thank you, Mr. Chairman. 

I have with me the Deputy Administrator and General Counsel, 
Mr. Fitzpatrick; Commissioner Pere Seward of the Community 
Facilities Service; Commissioner Richards of the FHA; Commissioner 
Egan of the PHA, and Mr. Hardy, Assistant Administrator, for the 
purpose of being able to discuss this bill with you as fully as the 
members may wish. 

Mr. Chairman, I have with your gracious permission, sent to the 
various members of the committee some days in advance a much 
longer statement than perhaps it would be well to attempt to read 
this morning, covering the bill in detail and the general approach to 
it as I envision it. With your permission I will proceed somewhat 
more informally with the statement from notes, hoping to cover the 
general situation rather briefly, and then we can go into any questions, 
either during the discussion or later, that the members of the committee 
may wish. 

‘The CuarrMAN. Any prepared statement may be inserted in the 
record at this time, and you may proceed. 

(The prepared statement referred to is as follows:) 


STATEMENT OF Raymonp M. Fouiey, Hovusinc AND Home FINANCE 
ADMINISTRATOR 


Chairman Spence and members of the committee, I appreciate the opportunity 
to appear before your committee and present, for your consideration, testimony in 
support of H. R. 1272, a bill to assist the provision of housing and community 
facilities and services required in connection with the national defense. The bill 
would carry out the legislative reeommendations of the President in this important 
area as set forth in his message on the state of the Union and in his message trans- 
mitting the budget of the United States. I have been authorized to advise that 
the enactment of H. R. 1272 would be in accord with the program of the President. 

Before discussing the several titles of the bill, I should like to give you a brief 
outline of my own concept of the manner in which the various authorities which 
it would provide should be operated. In the first place, while there already 
exist, and certainly there will continue to arise from time to time, spot emergency 
defense problems which will require resort to the authorities contained in this 
legislation to meet them, insofar as its general application at this time is concerned, 
it is stand-by in character. In referring to the provisions of H. R. 1272 as ‘‘stand- 
by” legislation, I am not in any sense implying that we can afford to consider 
this problem with a “‘siesta’’ approach. On the contrary, I think it would be most 
unwise not to establish now the necessary authority to meet fully, effectively, and 
promptly all of the foreseeable problems in this field which we may be called upon 
to face in the uncertain future. Nevertheless, I am sure that members of: your 
committee may well have questions as to the relation between the special insur- 
ance aids contained in title I and the direct authority to provide housing and com- 
munity facilities contained in title I], and the credit regulations which today 
affect the private production of housing. It would be my view that as certain 
areas are, in the determination of the President, declared defense areas, our first 
step in implementing that determination would not necessarily be immediate resort 
to the authorities contained In H. R. 1272. Instead, the regulations now govern- 
ing private credit, whether conventional or Government-assisted, would probably 
be relaxed on a selective basis. It may be possible, for example, to meet some, 
most, or possibly all, additional needs for defense housing in some localities through 
private building by relaxing the credit terms which presently govern the financing 
of private housing. If relaxation proved inadequate or was an impractical method 
in certain types of cases to make certain that the housing went only to defense 
workers, the more liberal credit terms authorized by title I of the bill, or the direct 
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provision of housing under title II could be employed. It would be my view that 
the possibilities of title I should be thoroughly canvassed before title II public 
construction is called into use. The situation is, of course, somewhat different 
in the case of community facilities and services since it probably would be neces- 
sary to utilize Federal financial assistance in this area fairly early in the growing 
defense period. The community facilities resources in too many of our cities are 
already inadequate and any additional load on them might well require assistance 
of the types contemplated in title II. I want to emphasize the fact, however, 
that no action under this bill would be authorized for the provision of housing or of 
community facilities or services except as they are required to support defense 
activities. It is limited to meeting newly arising community needs which are 
directly attributable to defense activities and not otherwise provided. 

I think it also appropriate at this point to call the committee’s attention especi- 
ally to the fact that the bill contemplates that the authorities contained in both 
titles I and II would be exercised on a strictly programed basis. By this I mean 
that, at the stage when procurement agencies are planning for the construction, or 
awarding of contracts for national defense activities, in any area or locality, two 
important things should be done: 

First, there should be made available to the Department of Labor the informa- 
tion necessary to enable it to determine whether the workers required to carry out 
such defense activities will be available from the local labor force and how many, 
if any, additional workers must be brought into the locality from other areas. 

Second, if additional military personnel or civilian defense workers must be 
brought into the area, this information should then be made available to the 
Housing and Home Finance Agency so that it may be translated into requirements 
for additional housing and community facilities needed for such workers. In this 
way, necessary plans for provision of housing and community facilities needed in 
any area, as a result of a proposed increase in national defense activities, can 
proceed concurrently with plans for expansion of such activities, and, in my 
judgment, this is essential for a thoroughly effective defense mobilization. On 
this basis, the Housing and Home Finance Agency could authorize, if necessary, 
first, the construction by private industry under the insurance aids of title I, 
of a fixed number of units of stated size and of stated rent levels to be located in 
specific areas selected to meet the needs of the particular defense installation, with 
resort to direct provision of needed defense housing under title Il only for any 
portion not otherwise obtainable when needed. In the same way concurrent 
programing of supporting community facilities would also be done by the Housing 
Agency. All programing and provision of housing and community facilities and 
services, of course, would be done solely on the basis of need. 

By virtue of a series of actions by the Congress, we now have a single agency 
which can undertake the programing of both housing and related community 
facilities. We were not so fortunate at the outset of the World War II period, 
and in my view much of our difficulty at that time resulted from that situation. 


DECLARATION OF PoLicy 


The bill which is before your committee very appropriately starts with a 
declaration which would establish for the Government the general policies and 
intents of the Congress as to the relationship of housing and community facilities 
and services to the national defense program, and which would guide any depart- 
ment or agency charged with responsibility for the actual operation of the various 
authorities and special programs contained in H. R. 1272. Also, the declaration 
of policy is particularly important in other respects. It lays down the general 
guidelines or rules which the administering agency must follow in carrying out 
the specific provisions of the bill. It brings out forcefully a number of basic 
criteria which the actual experience in providing housing and community facilities 
and services during the last war shows to be necessary to the successful accom- 
plishment of a similar type of governmental activity in connection with our 
mobilization program. It carries forward the fundamental concepts which the 
Congress has established in successive housing acts. It clearly indicates the 
relationship of housing and community facilities and services to defense activities 
in its recognition that, where military personnel or civilian workers required for 
carrying out national defense activities must be brought in from other areas, or 
that other additions to the local labor force are required for such purpose, housing 
and community facilities and services for such persons and their families represent 
essential defense needs. ~ 
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At the very outset, the bill recognizes that housing and community facilities 
and services are necessary to support national defense activities. More spe- 
cifically, the declaration of policy recognizes that Federal agencies having direct 
operating responsibilities during the defense period must take into consideration 
both manpower needs and needs for housing and community facilities and services 
in areas where defense activities are undertaken. It further recognizes that in 
such localities the problems of additional housing and community facilities and 
services should be resolved simultaneously with the planning of more direct and 
basic defense activities. 

From my own experience, I know of no clearer lesson which our experience in 
World War II gave us. All too frequently decisions as to the location of new 
plants or the expansion of existing industrial facilities had to be made without 
adequate consideration at the time as to the impact of such decisions on the 
additional labor required to man the production lines and upon the availability 
of housing, and the adequacy of community facilities and services, to meet the 
additional manpower needs. We therefore found ourselves in Many cases 
attempting to meet the needs for additional housing or community facilities after 
specific problem situations had become embarrassingly acute. As a consequence, 
the housing provided was often inadequate, poorly designed, and none too well 
located. In the community facilities field, the efforts of the Government to 
alleviate the situation we now know were not always as economical or well-planned 
as they could and should have been. The costly results in both fields are with us 
today, as your committee is well aware. 

One of the very fundamental objectives of the legislation now before your com- 
mittee is found in subsection 3 of the declaration of policy which states that, to 
the maximum extent practicable, housing provided through the specific provisions 
of this bill to support national defense activities shall be held for rental for persons 
engaged in national defense activities, including military personnel and their 
families. I cannot stress too strongly my full support of this policy statement. 
The housing needs of our military personnel, and our defense workers, and their 
families, in the vast majority of cases, will be best met through the provision of 
rental accommodations. It is unwise, in my opinion, to require such persons to 
resolve their individual housing problems through the purchase of homes. As I 
will indicate later in my more detailed discussion of the separate titles of the bill, 
it is our opinion that rental accommodations can be provided under the terms of 
this measure but with due regard to the ultimate disposition of much of such 
housing on a sale for individual ownership basis. 

The policy declaration restates a fundamental concept which underlies all of 
the Government’s housing programs; namely, that private enterprise should be 
encouraged to satisfy as large a part of our housing needs as feasible and that 
expenditure of public funds for housing shall be made only when the required 
housing cannot otherwise be provided when and where needed. These statements 
are fully consistent with the declaration of national housing policy which the 
Congress established in enactment of the Housing Act of 1949, and in my opinion 
the legislation now before your committee—indeed any future housing legislation— 
should be based on this concept of the proper respective roles of the Government 
and private enterprise. 

One further policy declaration which relates directly to housing stems from 
experience gained in World War II. It is contained in subsection 6 and states 
that whenever it is necessary for the Government to construct defense housing, 
it shall, wherever feasible and consistent with other defense requirements, design 
and construct such housing to be permanent, sound, and livable. Special em- 
phasis is also given to the construction of one- to four-family structures so arranged 
so that they may be offered for separate sale. 

From my own experience in administering the postwar task of managing and 
disposing of World War II defense and war housing, I would strongly urge the 
Congress to adopt these criteria in connection with its consideration of the pending 
bill. Quite frankly, I think we must recognize that we created long-term difficul- 
ties during World War II when, in many cases, we built housing which was neither 
permanent nor temporary. The disposition of such housing-has been extremely 
difficult. From a long-range point of view, much of such in-between housing 
ought not to be part of our housing supply, vet the public funds invested therein, 
and the fact that such housing is superior to the worst of our existing housing 
supply, has, up to now, militated against its elimination from the housing inventory 
of the country. I appreciate that the tempo of the war effort following Pearl 
Harbor did not leave a free choice in many such matters, but it is my belief that 
we can avoid many of those forced decisions by early planning in this defense 
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effort. I believe both the long-range and defense needs of the country would be 
much better served if we were to adopt and maintain as a firm policy that govern- 
mentally built defense housing should be simple, livable, permanent housing. 
Where materials considerations or other necessities leave no alternative, we 
should try to provide temporary shelter designed solely to meet a short-run 
emergency need and of a type which can be disposed of without undue cost or 
difficulty at a later date. 

The declaration of policy also would give us a good basis on which to plan for 
the provision of community facilities and services. Housing structures alone 
cannot, of course, meet all of the problems of housing defense workers. The 
families who live in such housing must be adequately served by community fa- 
cilities and services. The welfare of our military personnel and the labor force 
to whom we will be entrusting the major responsibility for the successful prose- 
cution of our defense activities necessitates equally the adequate provision of 
basic community services. The methods under which the bill proposes to give 
the necessary authority to meet these complementary needs are discussed in more 
detail later in my testimony. I should like to call the committee’s attention to 
the fact, however, that H. R. 1272 recognizes at the outset that in the commu- 
nity facilities and services field, the activities of the Federal Government should 
be directly coordinated with appropriate State and municipal agencies having 
responsibilities in these fields. The general rule laid down, which I consider not 
only good but necessary, is that the Federal Government shall conduct its ac- 
tivities in these areas in terms of assisting States, cities, and other local agencies 
to do the job which must be done. The Federal Government is not well suited 
to engage in the direct provision and maintenance of community facilities and 
services and, under the bill, would do so only when the appropriate local agency 
is either unable or unwilling, with financial assistance from the Federal Govern- 
ment, to provide and maintain the community facilities and services which are 
necessary to support national defense activities. The last two sections of the 
declaration of policy are, therefore, of fundamental importance in recognizing 
that the Federal Government and State and local governments can jointly under- 
take a job which, if it is to be done satisfactorily, must command the best resources 
of governmental agencies at every level. 


Titte I—Mortcace INSURANCE FOR DEFENSE HousING 


Title I of H. R. 1272 would provide for a new FHA-insured mortgage program 
intended to assist private industry in the production of housing needed in defense 
areas. This title reflects the lessons learned from our experience with title VI. 
Basically, the program set forth is a relatively simple one which we feel will go 
far toward meeting defense housing needs in most critical defense areas. 

Like other major provisions of H. R. 1272, the special insuring authority, which 
would be contained in a new title IX of the National Housing Act, is set up as 
stand-by authority to be used only on the basis of Presidential findings of need 
in particular areas and with careful programing as to the amounts and types of 
housing needed. 

Two general types of housing could be built under the proposed new title IX. 
First, under section 903 the FHA Commissioner would be authorized to insure 
mortgages on one- and two-family houses. It is contemplated that such houses 
would be designed and constructed for ultimate sale but that they would be re- 
quired to be held for rent for defense workers for such period of time as may be 
necessary. Under section 903 FHA would be authorized to insure 25-year 90 
percent mortgages to builder-sponsors who in turn would be required to hold 
such properties for rent to certified defense workers under special rules and 
reguiat@ons of the Federal Housing Commissioner. 

The experience during World War II with insured financing on residences of 
similar type was on the whole a satisfactory one. During the defense and war 
period, approximately 400,000 one- to four-family houses were built under the 
wartime section 603 of the National Housing Act. A large proportion of these 
houses were rented at an average monthly rental of $50, and occupancy was re- 
stricted to defense workers. Virtually all of these houses have now been sold 
and FHA’s experience in connection with that program has been highly satis- 
factory. 

Provision is also made in the new title IX for construction of modest rental 
projects which would probably be of the garden type in most eases. As Com- 
missioner Richards will indicate in his testimony, there is included in the pro- 
posed title maximum mortgage valuations which we think will prove adequate 
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to permit the construction of both one- and two-family houses and multifamily 
projects of adequate size to meet the needs of defense workers. There is in- 
cluded, for example, in the proposed section 903 a special additional allowance 
for the construction of one- and two-family houses of three and four bedroonts. 

There are certain very real differences between the proposed title IX and the 
old title VI which I should like to call specifically to the attention of the .com- 
mittee. You will recall that when the title VI was in force, insurance was on 
the basis of ‘“‘necessary current costs’? with mortgage amounts computed at 90 
percent of such costs. Both Commissioner Richards and I have testified re- 
peatedly in the past that 90 percent insured financing on a cost basis, while such 
a@ procedure was successful in obtaining the production of housing, was also more 
liberal financing than we felt was justified except under the most extreme 
emergency conditions. 

We are of the firm opinion that it ought not to be necessary in the current 
defense period to return to the title VI type of financing to obtain the necessary 
rental accommodations which we recognize must be provided for essential de- 
fense workers, for the housing industry is in a much stronger position today and 
has a far greater capacity for production than was the case at the outset of the 
defense period of 10 years ago. In our opinion it is highly important to maintain 
a valuation basis as a means of avoiding unnecessarily supporting the upward 
pressure of costs and providing a much better basis of control of the operation 
under difficult processing conditions. We therefore, strongly urge your committee 
to maintain the valuation base which is set forth in the proposed title I of H. R. 
1272. 

At the same time title [IX provides that mortgages may be insured on houses 
if they constitute an acceptable risk in view of the needs of national defense. 
This language would permit the FHA to underwrite projects which might not 
meet the long-term normal criteria of economic soundness, especially as to loca- 
tion and continued marketability, which are required under title II of the National 
Housing Act. This deviation from the economic soundness concept of title II, 
we feel, is essential in a defense period since there will undoubtedly be cases in 
which the location or the long-term marketability of residential property may 
necessarily be questionable in view of the impossibility of determining the dura- 
tion of permanence of the housing need which derives directly from increased 
defense activity. 

As a practical matter, our experience during World War II indicates that a 
relatively long-term need probably does exist in the majority of communities 
where emergency provision must be made for additional housing accommodations. 
The situation is not universally true, however, and ina number of cases after 
World War II insured mortgages went into default as a direct consequence of 
the cessation of war activities in the community. 

In short, we strongly urge the committee to accept the underlying principles 
contained in the proposed new title IX which would permit the FHA on the one 
hand to insure the financing of projects which are admittedly more risky than 
would be acceptable under a long-term peacetime program of mortgage insurance 
but which, on the other hand, would not offer the liberal terms and peculiar 
accompanying inflationary pressures which became so difficult a problem in the 
administration of title VI 

I should like also to emphasize to the committee that all of the housing on which 
the financing would be insured by FHA under title IX would first have to = 
programed by the Housing Administrator. Thus, the Administrator would, i 
defense areas so designated by the President, analyze the existing housing oaety 
in relation to additional defense manpower estimates of the Department of Labor 
and translate that analysis into a stated number of rental accommodationg which, 
in the opinion of the Administrator, should be provided by private en ferprise. 
It is our intention, if given the proposed authority to make such program de- 
terminations in terms of location within a defense area, the number of units 
required, the rent level which must be achieved if the housing is to meet the 
needs of the defense workers for whom it is planned, and in terms of the type of 
housing which is needed in a locality. Thus, a program determination would 
indicate the area where the housing was to be supplied, how many units were to 
be supplied from all sources, what rent levels were needed to be attained, and how 
many one-, two-, and multi-family units of particular sizes, that is, two, three, 
and four bedrooms, should be provided. On the basis of such determinations, 
the FHA would then be in a position to process eligible applications under title 
IX to meet, but not exceed, the program determinations. 
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It is our hope that title IX, if approved by the Congress, could be administered 
with major emphasis on the provision of single-family houses designed for ulti- 
mate sale but held originally for rent. Our reason for adopting this approach 
is threefold: First, such housing in most cases and in most locations will more 
nearly meet the basic needs of in-migrant defense workers and their families. 
In the second place, the provision of single-family houses held only temporarily 
for rent will make it much more nearly possible at a later period to satisfy the 
needs and desires of many occupants to purchase the homes in which they reside. 
Third, housing of this type can more readily be obtained because of simpler 
construction and site problems, and because a large segment of the industry is 
already engaged in production of this type. 

The members of your committee may like to have some idea as to the rents 
which can probably be achieved on new construction under this title. Under 
section 903, it is contemplated that to obtain the maximum amount and ratio 
of mortgages permitted, valuations for two-, three-, and 4-bedroom houses would 
be $9,000, $10,000 and $11,000, respectively. We estimate that for houses 
valued at these figures the rents, after making due allowance for maintenance, 
upkeep, taxes, water charges, ete., will probably run from about $75 to $93. 
For units in multifamily structures constructed under section 908, a similar 
analysis of achievable rents shows a range of from approximately $77 in the case 
of row-house projects to $89 in the case of walk-up apartments, for units of two 
or more bedrooms valued at $9,000. 

I should remind the committee that both the rents and valuations which I 
have just cited are the maxima contemplated under the present terms of the bill 
and that lower figures could certainly prevail in many localities. 

There will, I am sure, be questions in the minds of many members of the com- 
mittee as to whether rents at the levels I have just indicated will or will not come 
within the rent-paying ability of many defense workers. At this time there 
are only two general answers which ean be made to such questions. First, 
under our previous experience in World War II in the administration of a similar 
program, it was found that the construction of both single-family houses and 
multifamily houses at the rents then required for new construction met the needs 
of many, but not all of the in-migrant war workers. While it is obvious that 
rents on new construction wil! necessarily be higher than in World War II, it is 
equally true that the rent-paying ability of defense workers has also increased. 
Moreover, the rents on FHA-insured defense housing will be subject to control 
by the FHA Commissioner. In solving the problem of providing adequate 
rental accommodations for in-migrant defense workers who cannot meet the 
rents which would be required on projects insured under the proposed new title 
IX, it probably will be necessary to program limited amounts of publicly con- 
structed units under title IT. 

In connection with this discussion of the proposed new mortgage insurance 
program for defense housing, I should also like to call the committee’s particular 
attention to the authorization which would be provided by section 505 of the 
bill not only for this title but for other titles of the National Housing Act, except 
for title VI. There has been some confusion on this question of authorization 
since H. R. 1272 takes a new approach to the question of maximum authoriza- 
tion for insured mortgage programs of the Federal Housing Administration. 

The reason is simply this: At the present time the remaining insurance authori- 
zation for the normal insuring programs under title II of the National Housing 
Act will not last for any considerable period. An additional authorization will 
be needed if those programs are to be continued during the next vear even at 
reduced levels. 

Since the proposed new title IX is contemplated at this time as limited legis 
lation to be utilized only in areas where Presidential determinations of defense 
impact have been made and since there is no sure way of estimating the extent 
to which that title may have to be employed in the next year, the bill makes 
provision for a maximum increase in authorization for ell insured mortgage 
programs of $3,000,000,000. Authority to release the $3,000,000,000 of authoriza- 
tion is vested in the President who would have autbority under H. R. 1272 to 
release such amounts at such times as in his judgment are necessary for the con- 
tinuation of any of the insured mortgage programs of the FHA except for title VI. 
Thus, if it proves unnecessary to use title [IX to any considerable extent, new 
FH A-insured housing could be provided under section 8 of title I and the several 
programs under title II upon release of authorization for that purpose by the 
President. If, on the other hand, an acceleration in defense impact makes 
necessary any substantial use of title IX, the available authorization could be 
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released by the President for this purpose. In our view, this presents a much 
more flexible arrangement for handling the necessary authorization for FHA 
programs than would be the case if Congress were to: try to provide specific 
authorization large enough to meet all possible contingencies in each of such 
programs. To follow this latter course would necessitate making available 
adequate authorization for continuation of insured mortgage activity under each 
program when, as a matter of practical fact to the extent the new title IX prc- 
gram is used, insurance activity which otherwise might have taken place under 
title II will probably not be forthcoming. If the Congress therefore accepts 
an over-all authorization which can be used where needed, it will not be necessary 
to provide as much additional authorization as might otherwise be the case. 


Tirte II]—Provisions or DEFENSE HovusiInGc AND CoMMUNITY FACILITIES 


This title would provide authority, on a standby basis, for the Housing Adminis- 
trator to furnish required defense housing, and to assist in the provision of or to 
provide community facilities and services where there is no other available 
method of providing them. The Administrator could exercise this authority in 
any area only upon a finding by the President that the housing, or community 
facilities or services are needed to carry out the purposes of the bill and would 
not otherwise be provided when and where required. 

The bill is designed, as I have explained, to encourage private enterprise 
to furnish as much of the needed defense housing as possible, with the special 
mortgage insurance assistance made available in the proposed new title IX 
of the National Housing Act. The bill also declares that the community facilities 
and services needed to support defense activities shall, insofar as possible, be 
provided, operated, and maintained by the appropriate State, city or other local 
agency having responsibility for such facilities in the area. It is my believe and 
sincere hope that most of the additional housing and community facilities and 
services required to support our mobilization program can be provided in that 
way. ‘To expect all of them to be so provided, however, would be completely 
unrealistic on the basis of our experience during World War II. 

In many areas it will be impossible to anticipate with any certainty that the 
market for housing will remain for sufficient time to warrant private investment 
even with liberal mortgage insurance assistance. In some areas, it may be quite 
clear that the need for housing, or for community facilities or services, will continue 
only during the period of the defense production program, or for even a shorter 
period. It may be necessary to bring workers into other areas on such a large 
scale and within such a limited time that operative builders, although otherwise 
able to furnish housing, cannot do so within the time required. In view of the 
growth and increased productive capacity of the home building industry in 
the last 10 years, the incidence of such cases should be relatively small as compared 
with the situation which prevailed during World War II. The need to provide 
rental housing, best suited to the needs of defense workers and military personnel, 
and the imposition of occupancy standards essential to provide labor for a parti- 
cular plant or other defense installation may also be a factor making it necessary 
for the Government to provide the housing. 

In many cases local governments will not have the financial ability to furnish 
additional facilities suddenly made necessary in the area by the influx of defense 
workers or military personnel or by new or increased production for defense 
purposes. Let me emphasize, however, that no action by the Housing Adminis- 
trator under this title of the bill would be authorized, with respect to either 
housing, or community facilities or services, except as required to support national 
defense activities. Such action must be justified solely in terms of the defense 
program and as an integral part of that program. Where so justified, I believe it is 
obvious that such action must be taken. To do otherwise would prevent or impede 
the operation of a defense plant or other installation by depriving it of necessary 
utilities or other facilities or by depriving the area of housing which must be 
furnished before defense workers will come into the area. 

The provisions of title II are patterned in large part after the Lanham Act 
which granted the same general authority during the last war with respect to 
both housing and community facilities and services, and refiect the valuable 
experience of these earlier programs. 

Title II is sufficiently flexible, I believe, to meet various conditions of need for 
defense housing and community facilities and services ranging from rapid expan- 
sion of industrial activities in populated areas to major installations in non- 
industrial areas, such as the Atomic Energy Commission’s projects in relatively 
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isolated areas. It would also cover the. needs for housing and community facilities 
and services arising in the area of military installations. Authority would be 
granted to transfer any land, housing, or facilities, provided under this title, to 
the Department of Defense, upon its request, where it considers such transfer to 
be required for its purposes. 

I believe the need for flexibility is basic in legislation of this kind. We cannot 
determine at this time the probable period of mobilization, the extent to which 
mobilization and other developments may result in relocating defense workers in 
certain areas, or the availability of labor or building materials. These factors 
may make it imperative to shift program and policies on short notice to meet an 
unforeseen defense need in a particular area or areas, or to materially change the 
amount, type, or method of supplying the needed housing or community facilities. 

The bill would, however, impose certain general requirements in carrying out 
the provisions of this title relating to housing: 

(1) Where feasible and consistent with national defense needs, the housing 
must be of permanent construction consisting of one- to four-family dwelling 
structures so arranged that they may be offered for separate sale when no longer 
required for defense purposes, and of row houses (which may include more than 
four-family dwelling units if so arranged that each family dwelling unit may be 
offered for separate sale). 

Our experience with temporary housing during the last war clearly indicates 
the desirability of providing perrmanent housing, wherever feasible and consistent 
with national defense. In too many areas, housing of temporary character was 
provided during the last war to meet a need which everyone thought to be tempo- 
rary, but which is still very much with us. I know you are familiar with the 
problems resulting from this situation. 

As a further means of avoiding the problems resulting from temporary housing, 
this title would provide that, where the need for housing appears to be of tempo- 
rary duration, consideration shall be given to providing, where feasible, mobile 
or portable housing or housing otherwise constructed so that it could be moved for 
reuse elsewhere. 

(2) Specifie cost limits would be imposed for housing constructed under this 
title. The cost limits would correspond tothe values of housing on which maximum 
mortgage amounts are based under the proposed section 903 of the National 
Housing Act. 

(3) The Housing Administrator would be required to charge fair rentals based 
on the value of housing constructed or acquired pursuant to this title and he 
would also be required to pay to local taxing authorities, on residential property 
held under the title, annual sums in lieu of taxes and special assessments approxi- 
mating the taxes and special assessments which would be paid on the property if 
privately owned. However, the Administrator could make allowance for expendi- 
tures by the Federal Government for the provision or maintenance of public 
services to serve the property. 

(4) Specific requirements would be provided for the disposition of permanent 
dwellings provided under this title. These requirements would conform to the 
provisions reported by your committee and enacted by the Congress as part of 
title II of the Housing Act of 1950 for the disposition of permanent dwellings pro- 
vided by the Government during World War II. Because. of the present inter- 
national situation, the disposition of that housing was suspended, and no recom- 
mendations regarding the existing provisions may be made on the basis of oper- 
ating experience. Under the circumstances, I believe it best for the provisions 
which govern the sale of permanent housing to conform to those in the Housing 
Act of 1950. If amendments prove desirable at a later time, they can be made 
applicable to the disposition of this housing as well as of the World War II housing. 
The bill makes abundantly clear that temporary housing provided under this title 
will be disposed of as soon as the need therefor no longer exists. The Housing 
Administrator would be required to dispose of such housing not later than the 
date, and subject to the conditions and requirements hereafter prescribed by the 
Congress. In view of the uncertainties involved in prescribing such removal 
date, it is not considered feasible to attempt to prescribe the specific disposition 
requirements for temporary housing in legislation enacted at this time. All of 
your committee’s previous experience in dealing with this problem attests to 
this fact. 

Upon a finding by the President that community facilities or services are 
needed in any area or locality to carry out the purposes of the act, title II of the 
bill authorizes the Housing and Home Finance Administrator to extend financial 
assistance for the provision of, or to provide, the needed facilities or services. 
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This means that only such additional community facilities shall be assisted, or 
provided, pursuant to the authority of title II as are necessitated by the fact that 3 
military personnel or civilian workers required for carrying out national defense b 
activities being undertaken in the particular locality must be brought in from 
other areas, where other additions to the local labor force are needed for such 
purpose, or where it is necessary to provide water or sewer extensions or some 
similar type of community facility to serve a defense plant or installation. In 
other words, it is limited to meeting newly arising community needs which are 
directly attributable to defense activities and not otherwise provided. 
For these purposes, therefore, the Administrator is authorized to make loans 
or grants to municipalities and local agencies for the provision, operation, or main- 
tenance of community facilities and services. Grants for maintenance and 
operation of community facilities or services may not exceed the portion of the 
cost of the maintenance and operation of such facilities, or the cost of the services, 
which is attribut able to thenational defense activities in the area and not other- 
wise to be recovered by the municipality or local agency. Also, any continuing 
grant must be reexamined and adjusted annually upon the basis of the ability 
of the municipality or local agency to bear a greater portion of the cost of such 
maintenance, operation, or services as a result of increased revenues made possible 
by such facility or by such defense activities. 
The bill wisely provides that, wherever practicable, existing private and public 
community facilities shall be utilized, or that such facilities shall be extended, 
enlarged, or equipped in lieu of constructing new facilities. Further, it provides 
that community facilities and services shall not be maintained, operated, or 
furnished directly by the Federal Government unless appropriate municipalities 
or local agencies are unable or unwilling to maintain, operate, or furnish such 
community facilities and services adequately with their own personnel and with 
the financial assistance authorized by title II of the bill. 
In my judgment, the importance of these provisions of the bill to the success 
of the total mobilization program cannot be overemphasized. There are bound 
to be cases where a defense plant or installation could not be constructed in the 
desired location without additions or extensions to the present sewer or water 
lines. That, in itself is an important factor, but it is by no means the most impor- 
tant factor. We must recognize the fact that the primary and basic objective 
of this legislation is to assure that the housing which is required for workers who 3 
‘ are needed to man the defense production lines can be provided where it is needed, 
and in sufficient time to avoid delaying or impeding national defense activities. | 
When housing is needed for additional defense workers, it generates needs for 
additional community facilities and services. In: fact, in many eases housing 
cannot be provided at all until the necessary additional community facilities such 
as water, sewer, gas, and other public utilities are enlarged or extended. More- 
over, the additional housing must be fitted into the over-all planning and develop- 
ment of the community, especially in terms of the additional community facilities 
which are required to serve and support integrated residential neighborhoods. 
The members of your committee will recall that the similar functions with 
respect to community facilities and services in the defense and war period of 
World War II were carried out by the Community Facilities Service which was 
then located in the Federal Works Agency. However, by Reorganization Plan 
No. 17 of 1950, the Community Facilities Service and most of the functions in & . 
connection with community facilities and services, and in connection with the 2 : 
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advance planning of non-Federal public works, were transferred to the Housing 
and Home Finance Agency. 


With respect to the transferred functions relating to the advance planning of | i 
non-Federal public works and the management and disposal of World War II * , 
community facilities and public works, the President, in his message transmitting 2 p 
the reorganization plan, said: 3 f 

“The first of the transfers provided for by this plan will result in the more 4 
economical administration of those activities of the Federal Government which : : 
are concerned with the over-all planning and development of communities, The _ 
concentration of responsibility in a single agency will make it possible to so inte- 4 . 
grate administration as to avoid duplication of technical staffs and to simplify 4 1 


relationships with State and local agencies.” 

In the administration of a program of this nature, speed is, of course, essential. 
The availability of an organization trained and experienced in this identical field 
is of the utmost importance. In the operation of the similar community facility ce 
functions in World War II, the Community Facilities Service was responsible for ’ A 
the construction of more than 4,000 projects located in every State of the Union, 
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Alaska, Hawaii, Puerto Rico, and the Virgin Islands, at a total cost of $458,000,- 
000. Twenty-two hundred of them were constructed on a non-Federal basis, 
under which the local community participated in the cost of the work, and title 
to the facility was at all times in the hands of the local public body. Eighteen 
hundred of the projects were constructed entirely with Federal funds, and title 
was vested in the Federal Government. At the end of hostilities the disposition 
of these projects was begun. Except for a few projects reserved for other Federal 
agencies, and a very limited number still being held pending disposition of the 
housing which they served, the disposition program is complete. Of the projects 
constructed, schools represented 31 percent; hospitals and health centers, 22 
percent; water, 12 percent; sewer, 11 percent; recreation, 17 percent (which, of 
course, includes the facilities used by USO); police and fire, 4 percent; streets, 2 
percent; and miscellaneous facilities, 1 percent. 

I should like to indicate to your committee the importance which I attach to 
the provisions of section 214 of the bill. That section permits the President to 
effect such transfers of functions with respect to certain types of community 
facilities, and with respect to community services, if he finds that such transfer 
will assist the furtherance of national defense activities. It also authorizes the 
President, by Executive order or otherwise, to prescribe or direct the manner in 
which the functions,with respect to such types of community facilities and services 
shall be administered in coordination with other agencies having related functions. 
We are, in my opinion, most fortunate in entering the defense mobilization period 
with the Community Facilities Service. located within the Housing and Home 
Finance Agency where its skills and experience with community facility functions 
can be most fully and effectively integrated with our other functions in aid of 
housing and the development of well-planned integrated residential neighborhoods 
and conimunities. Nevertheless, existing functions of other Federal agencies for 
the assistance of State and local governments in the fields of school construction 
and operation, hospital construction, and water pollution control should be taken 
into consideration in the establishment of administrative arrangements to carry 
out certain types of defense community facilities functions and defense community 
service functions. This factor, as well as the defense character of the legislation, 
makes it essential that there be adequate provision to make whatever administra- 
tive adjustments may be necessary to meet problems which cannot now be fully 
anticipated in these speciai areas where other agencies may have functions similar 
or related to those authorized by title Il of the bill. 

I also desire to commend the provision that, in carrying out these community 
facility and service functions, there shall be consultation with the appropriate 
State and local agencies, including private voluntary agencies in the hospital field, 
having responsibilities in connection with the planning, construction, or operation 
of community facilities, so that, insofar as practicable, community facilities and 
services assisted or provided pursuant to this bill may be integrated with State 
and local programs for such purposes. Certainly it is my intent, if this legislation 
is approved, to use to the maximum extent they can be of service the technical 
advice of the State and local agencies concerned primarily with any particular 
type of work. 

It is of tremendous importance also to maintain at all times a close liaison with 
other Federal agencies, as well as with the State agency or department concerned 
with the particular type of facilities proposed. In the administration of the 
community facility functions during World War II, this practice was followed by 
the Community Facilities Service to a very large degree. Only a relatively few 
projects were ever approved for water, sewer, hospitals, health centers, airports, 
highways, ete., without the complete concurrence of the Federal agency interested 
particularly in that type of work. The Public Health Service has a very direct 
interest in hospital construction, and in sewage treatment and water purification 
facilities. The Office of Education has a very direct interest in school construction 
and operation. In the administration of this program it would be my purpose to 
work in the closest cooperation with, and to use wherever possible, the experience 
of these and other Federal agencies. 


Tir_e III—Provision or Sires ror NECESSARY DEVELOPMENT IN CONNECTION 
Wiru Isoutatep DEFENSE INSTALLATIONS 
This title of the bill is directed toward the establishment of integrated defense 


communities where sizeable defense installations are to be located in isolated areas. 
As I shall explain in more detail, it is not intended that such communities should 
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be Government towns; the objective is the development of these: needed com- 
munities primarily by private enterprise. 

Because so much publicity has recently been given to it, an example of a situa- 
tion in which this authority might be used immediately comes to mind; namely, 
the Savannah River installation of the Atomic Energy Commission where, for 
strategic reasons, it was necessary to undertake a large, permanent defense 
installation in an area where no large communities exist and where such communi- 
ties as do exist are small towns serving agricultural areas. 

So that the members of your committee may visualize the severity of the 
problem thus created and better evaluate the merits of the proposal for meeting 
it as contained in title III of the bill, we have furnished a map prepared by the 
Atomie Energy Commission of the area of the Savannah River installation. You 
will note that the Commission has taken over 250,000 acres located in Aiken and 
Barnwell Counties, 8. C., and will construct thereon a large atomic energy installa- 
tion. The Commission has determined that, after the plant is in operation, 
none of the employees will be housed on the reservation. It is estimated that the 
plant will require, at its ultimate level, 6,000 persons directly employed. Past 
experience indicates that, taking into account the families of the employees and 
necessary service personnel, this means & permanent increase of upwards of 30,000 
people in this area—a population about half the size of Augusta, the largest 
community in the area, and more than four times the size of Aiken, the next 
largest community in the area. When we consider the impact to be registered on 
communities such as Aiken, Augusta, Allendale, Barnwell, Sylvania, Waynesboro, 
and similar towns, I believe it is apparent that it would be impossible for such 
communities to cope with the entire problem created by the large force of indus- 
trial workers to be required for the installation, most of whom probably would 
come from out of the area. 

Also, I think most of us would agree that, if we simply leave the provision of 
necessary housing and supporting facilities and services to private development, 
with such assistance as may be afforded by the Government under existing 
statutory authority or even with the other special aids provided for in this bill, 
it, will not be possible to meet the needs effectively. If housing developments were 
to be scattered all over the area, it would, at best, be extremely difficult and costly 
to provide even the minimum community facilities and services required to serve 
and support them, and it would be impossible to provide the kind of community 
which will be necessary to attract and hold the permanent labor force which the 
defense installation must have. Our experience in World War II demonstrates 
that this is true, regardless of whether the installation is several hundred miles 
from any urban community or just beyond convenient commuting distance of an 
urban center. 

Under the circumstances, to provide housing and public utilities for the neces- 
sary number of workers is not enough. If a stable labor force is to be recruited 
and maintained for the isolated defense installation, it will be necessary to provide 
the other basic elements of community life such as schools, commercial facilities, 
and opportunities for recreation. I think it is important, too, that the workers 
and their families who come into these areas be given, as soon as possible, the sense 
of belonging to the community, which comes about through home ownership and 
self-government. The records of Federal agencies which were concerned with 
manpower problems in World War II highlight the importance of providing 
balanced communities in connection with isolated defense plants. Even in those 
cases where housing was provided for the workers, the problems of labor recruit- 
ment and turn-over were much greater in isolated areas than in established urban 
communities. 

The powers granted by this title of the bill could be exercised only in connection 
with cases in which the President finds that housing and community facilities re- 
quired in connection with a defense installation to be developed in an isolated 
or relatively isolated area would not otherwise be provided when and where 
required, or that, otherwise, there would be speculation or uneconomic use of land 
resources which would impair the efficiency of defense activities at the installation. 
In such eases the Administrator would then have authority to acquire the land for 
the development of the housing and community facilities required in connection 
with the defense installation, to make general plans for development of such land, 
to provide (under the authority contained in title II of the bill) necessary site 
improvements and community facilities, and to dispose of the land to private 
developers for residential and commercial development in accordance with such 
general plans, and to appropriate public agencies for public use. 
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Thus, the authority provided in this title of the bill is designed to facilitate the 
establishment of integrated communities, or, if necessary for expansion of existing 
communities, when large defense installations are located in areas in which 
communities of adequate size do not exist. It is not intended that these communi- 
vies should be Government towns. On the contrary, the provisions of this title 
have as their objective development of these towns primarily by private enter- 
prise, and assumption by the residents of the responsibilities of local government, 
under State laws. 

The power to acquire and to dispose of land for community development is a 
vital necessity. It is especially important that the land to be used for housing be 
acquired simultaneously with the acquisition of land for the defense installation, 
Unless this is done, land speculation cannot be avoided. Excessive land costs, 
due to speculation, will increase the cost of public facilities, as well as make it 
impossible to provide adequate shelter for workers receiving moderate wages. 
Land speculation also leads to disorganized and wasteful community development 
and unsatisfactory living conditions. 

The purpose of the land acquisition authority is, of course, to assure the orderly 
development of a self-governing community containing the housing and com- 
munity facilities necessary to support an isolated defense installation. As I 
interpret the bill, the land would be disposed of as quickly as practicable for 
development on the basis of the general plan for the community. Private builders, 
individually or in groups, would be encouraged to undertake development of the 
land for housing and commercial purposes and would be given opportunity to 
buy the land necessary for these purposes at appropriate prices. For provision 
of housing, they would have available to them financing assistance provided in 
title I of this bill, as well as other existing Government and private aids. 

Where a local governmental body already exists of sufficient authority and 
capacity, it would be assisted to provide the necessary community facilities and 
services through loans and grants under the authority contained in title II of the 
bill. Where no such local governmental organization exists, the facilities could be 
constructed and operated by the Federal Government until such time as a suitable 
local public agency could be organized under State law, at which time such facilities 
would be turned over to such agency for operation and management. 

As a practical matter, general plans for their development are needed if these 
communities are to be economic to build and operate, satisfactory to live in, and 
appropriate to meet the needs of the families of the workers who will be employed 
at the defense installation. 

Ordinarily the preparation of these general plans should start simultaneously 
with the planning of the installation itself, because the success of the installation 
depends in large part on the selection of the proper residential site. In selecting a 
site, it would be necessary to take into account accessibility to the defense installa- 
tion, as well as relation to existing or proposed highways, transportation facilities, 
water supply, and other essential community needs. Account must also be taken 
of factors like topography which may unnecessarily increase the cost of building 
and maintaining the community. Before the location of the site is determined, 
it would also be necessary to obtain from the agency responsible for the defense 
installation information as to the number and types of workers required by the 
installation. 

After the site of the community had been selected, the general plans could be 
carried on as land is acquired and disposed of, and would involve laying out 
residential areas, commercial centers, establishing locations for schools, churches, 
and other facilities, and relating these to streets, public transportation facilities, 
topographical features, and water supply. 

In this connection the services of local and State planning agencies should be 
utilized whenever possible. Adequate authority already exists to consult with 
and utilize the services of local public agencies for this purpose. This would be 
impossible, of course, in areas where such planning agencies do not exist. In 
every case, however, the planning should be carried on in consultation with State 
and local officials not only to obtain the benefit of the knowledge of local areas 
which these officials possess, but also to assure the development of a community 
which is consistent with local plans and resources. Full use should also be made 
of the planning services already available to builders and developers through the 
Federal Housing Administration. 

Section 303 of the bill would authorize the Administrator to make payments in 
lieu of taxes to local jurisdictions to defray the added costs and expenses of 
supplying municipal facilities and community operating services which are created 
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by the impact of the Federal installation. There are actually three different 
types of community costs in connection with which the Federal Government 
should be prepared to provide assistance in such cases. First, there are capital 
costs connected with the installation or extension of community facilities, such as 
sewers, water systems, schools, etc. Second, there are the early operating deficits 
which result from the fact that community services often must Le provided for 
some period before additional tax revenues can be collected. Third, there may 
be subsequent continuing operating deficits. These will exist to the extent that 
the revenues of the local jurisdictions cannot support necessary services at the 
level of standards required. There is in title II of this bill authority to provide 
financial assistance to local jurisdictions in connection with the first and second 
cases which I have enumerated. The authority provide in title III is designed to 
provide a remedy for the continuing operating deficits which may occur in con- 
nection with communities which are developed around isolated Federal installa- 
tions. 

This continuing community operating deficit may come about for two reasons. 
If the main source of employment in the community is a Government installation 
which is tax exempt, the community will be deprived of an important source of 
tax income. Very few, if any communities in the country are able to pay the full 
costs of complete community services from residential taxes alone. Also, the 
deficiency of municipal income may be created by the quality of community 
services which are required by the employees of the defense installation. Because 
of the low level of services which may prevail in isolated areas, it is entirely possible 
that in order to recruit and maintain a labor force for an isolated installation, it 
will be necessary to provide a level of community services, such as schools, which 
is higher than those in the surrounding area. 

You will note that section 303 states that in determining the amount of these 
payments consideration should be given to the value of the services furnished, as 
well as to the value of the services provided by the Federal Government and any 
other payments it may make to the local authorities. As I envision it, the amounts 
of payments to local jurisdictions which would be made under this authority would 
be determined on the basis of careful study and would be subject to annual adjust- 
ment as the Federal impact was reduced or the income of the community from 
normal sources was increased. Furthermore, account would be taken of the 
extent to which the local agency itself raised revenues from sources and in amounts 
comparable with those raised in comparable towns of similar size in the same 
gencral region. Account would also be taken of the actual costs of the services 
rend: red. 

Under varying circumstances, it 1s possible that a number of different kinds of 
local public agencies would be eligible for this kind of financial assistance. They 
might be local municipalities or counties in which the Federal defense activities 
are located, municipalities or counties near but not actually encompassing such 
activities, school districts, or other local public agencies. The tests of eligibility 
for assistance would be the extent and character of the services the agencies 
render, the need which each such agency has for assistance to provide the needed 
services, and the extent to which the new or expanded services serve the employees 
of the defense installation. 


TirLe I[V—PREFABRICATED HovusING 


Title IV of the bill deals with the authorization for loans for prefabricated houses 
or for prefabricated housing components. A brief outline of the historical back- 
ground of the present authorization may be helpful in understanding the provisions 
of this title of the bill. 

Although considerable interest began to develop in the prefabricated housing 
industry in the 1930’s, the industry did not develop any real impetus until the 
pressing need for emergency housing developed during the defense and subsequent 
war period—from 1940 to 1945. In the defense and warhousing program of that 
period, the number of dwellings which were fully prefabricated in the factory or 
plant (exclusive of trailer units of which there were about 35,000) amounted to 
about 86,000 units of all types—permanent, demountable, temporary, and purely 
stop-gap emergency shelter. 

The fact that more than half of the factory prefabricated housing that was 
produced during that 6-year period had to be of temporary or purely stopgap 
character not only impeded the industry in developing sound distribution organ- 
izations and a normal market for factory prefabricated houses, but also gave a 
large segment of the public the general impression that, on the whole, such 
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housing was of a shoddy type of construction. Consequently, in the postwar 
period when the productive capacity built up during the defense and war period 
was available for supplying the normal market, the difficulty of marketing their 
houses placed many of these manufacturers in a precarious position. Oaly those 
which had been established on a firm basis were able to continue in operation 
without Government assistance. The entrepreneurs desiring to enter the field 
found themselves in need of financial assistance from the Government. In 
recognition of the need and the potential advantages which could accrue from the 
factory prefabrication of houses, the Congress authorized Government guaranties 
to housing prefabricators through the Patman Act adopted in May of 1946. Sub- 
sequently, other laws were enacted to authorize loans for the manufacture of 
prefabricated housing or prefabricated housing components and for large-scale 
modernized site construction. The administration of these programs was then 
vested in the RFC. 

By Reorganization Plan No. 23 of 1950, the oustanding RFC loans for such 

urposes, the authorization and functions of the RFC under section 102 of the 

ousing Act of 1948 to make loans for such purposes, and all other functions of 
the RFC under any other law with respect to financing the production, manu- 
facture, sale, purchase or erection of prefabricated houses or site improvements 
therefor, were transferred to the Housing and Home Finance Administrator on 
September 7 of last vear. For the information of your committee, we have 
submitted a statement showing the status, purpose, and outstanding balance on 
each loan now under the jurisdiction of the Housing and Home Finance 
Administrator. 

As a result of the transfer of these functions from the RFC, there have arisen 
certain technical questions as to the precise scope of powers actually transferred. 
Certain of the provisions of title IV of the bill are directed toward the clarification 
of these questions. For example, a loan by a national bank to a business enter- 
prise for the production or distribution of prefabricated houses in which the RFC 
participates under section 4a of the RFC Act is exempt from the limitations of 
section 24 of the Federal Reserve Act. This exemption for national banks was 
not carried over to loans in which HHFA cooperates or participates under the 
transferred loan authorization. Section 403 of the bill would correct this situation 
by granting the same exemption to national banks in the case of loans in which 
the HHFA participates. Also, in the case of loans for the distribution and erection 
of prefabricated houses, or site improvements therefor, the RFC made such loans 
pursuant to section 4a of the RFC Act. While the function and power for the 
making of such loans was transferred to HHFA by the reorganization plan, none 
of the general RFC loan authorization available for section 4a loans was trans- 
ferred. It is therefore desirable to clarify section 102 of the Housing Act of 1948 
so that the loan authorization available under that section, which was transferred 
to HHFA, is clearly available for such use. Section 401 of the bill would accom- 
plish this purpose. 

Section 402 would, we believe, clear up a number of other technical questions 
concerning the precise scope of the powers transferred to the Administrator 
under Reorganization Plan No. 23. It would specifically give the Administrator 
the same powers, functions, and duties with respect to prefabricated housing loans 
as he has for other loan programs. These include the preparation of budget 
programs, maintenance of accounts, and powers with respect to suits, the making, 
servicing, and liquidating of loans, the handling of collateral, foreclosures, and 
the handling of property acquired through foreclosure. For consistent adminis- 
tration, he would have the same powers and duties with respect to additional 
loans authorized under this title. 

The other provisions of title IV of the bill are directed toward assuring that 
the industrial capacity of the present prefabricated housing industry will be 
maintained so that it will be available for full utilization in connection with the 
mobilization program. Prefabricated housing is particularly adaptable for use 
in meeting defense and emergency needs because of the speed with which it can 
be furnished, the fact that skilled site labor is minimized, and the ease of con- 
trolling, without time-consuming and costly on-site inspection, the quality of 
basic structural work on the houses. As stated by the President in his message 
to Congress on May 9, 1950: 

‘“* * * The development of a strong, expansible prefabricated housing 
industry also is essential for rapidly meeting any emerge ney housing needs of the 
country. The Housing and Home Finance Agency, in cooperation with the 
National Security Resources Board, should be in a position to encourage peace- 
time uses of prefabricated housing readily adaptable to potential emergency 
requirements of the future.’ 
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Today the prefabricated housing industry is producing at the rate of about 
50,000 houses a year. Its capacity, however, is estimated at about 100,000 units 
a year. In the period ahead, I believe it is a Vital necessity that we should be in 
a position to assure, not only the maintenance of this industrial capacity, but also 
that those with a demonstrated capacity to produce and market their product 
remain in the business of producing and marketing prefabricated housing, rather 
than converting to some other type of production. Section 402 of the bill is 
directed toward this end by providing financial assistance for those business 
enterprises with a demonstrated capacity for the production and marketing of 
prefabricated houses, including the distribution and erection of such houses and 
site improvements therefor. 

The manufacturers receiving assistance from the Federal Government are at 
present producing about 10 percent of the annual output of the industry, and a 
substantial portion of the loan authorizaticiu currently available under section 
102 of the Housing Act of 1948 which was transferred to the HHFA by the 
reorganization plan, may be required to give continuing support to borrowers 
under existing loan contracts. About $10,000,000 of such loan authorization is 
currently available. 

In addition, however, especially in view of the conditions which exist today, 
additional funds may be required to sustain prefabricated housing manufacturers. 
They are also confronted with the constant problem of financing for that period 
between completion of manufacture of the house in the plant and the sale of the 
house at the time of its erection—a period of approximately 4 months. Fre- 
quently, banks and mortgage brokers will not extend any credit until the house 
is erected and during that hiatus the manufacturer is required to finance his own 
operations. In view of the current situation, it would appear wise to anticipate 
the need for financial assistance to manufacturers of prefabricated housing where 
none has been heretofore required. Conservatively speaking, provision should 
be made to cushion the financing of about 15 percent of the industry not now under 
contract with the Government. Since approximately 45,000 units per year are 
produced by manufacturers who are completely independent of Government 
financing, in the neighborhood of 6,500 houses might require temporary Govern- 
ment financing. At an average cost of $7,000 per house, there would be a need 
for approximately $45,000,000. However, this money can possibly be turned 
over three times a year and consequently $15,000,000 is necessary to provide a 
margin of safety to keep available the capacity of the industry at its current level. 

As I interpret title IV of the bill, it is intended that any loans that may be 
made to new producers of prefabricated houses or housing components shall be 
made from any uncommitted loan authorization remaining under section 102 of 
the Housing Act of 1948, and that the additional loan authorization provided by 
section 402 shall be used only for loans to existing business enterprises with a 
demonstrated ability to produce and market prefabricated houses. These loans 
would be for the purpose of (1) the distribution and erection of prefabricated 
houses and site improvements therefor, or (2) increasing the production of such 
business enterprises for the production of prefabricated houses where such in- 
creased production is needed in connection with national defense activities. 


TirteE V—AMENDMENTS TO ExistiInG LAws AND GENERAL PROVISIONS 


Title V contains a number of amendments to existing housing laws. Most of 
these amendments are designed to improve or extend existing housing aids in 
order to meet increasing defense needs more effectively. Other amendments are 
of a technical or perfecting nature. The title also contains customary general 
provisions. Because the title deals with a number of different subjects, I believe 
it would be helpful to your committee if I discuss the several sections separately, 
of a technical or perfecting nature. The title also contains customary general 
provisions. Because the title deals with a number of different subjects, I believe 
it would be helpful to your committee if I discuss the several sections separately, 
omitting three technical sections of no general interest. 


SECTION 501—FHA MORTGAGE INSURANCE FOR RENTAL HOUSING AT SPECIFIC 
DEFENSE INSTALLATIONS 


This section would amend title VIII of the National Housing Act. Title VIII 
provides for FHA mortgage insurance of privately owned rental housing con- 
structed for civilian and military personnel of the Department of Defense. The 
housing must be constructed at or near militarv installations which the Depart- 
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ment of Defense certifies to be permanent. As now written, the title will expire 
on July 1, 1951. 

Section 501 would extend the title until July 1, 1953, and would permit the 
FH A—if requested by the Atomic Energy Commission—to insure mortgages on 
housing which serves personnel of the Atomic Energy Commission, including 
military personnel and Government contractors’ employees stationed at the 
Commission’s installations: The Atomic Energy Commission would be authorized 
to perform the same functions and to make the same types of determinations with 
respect to the need for the housing and the permanence of the defense installation 
as are now done under title VIII by the Secretary of the Army, the Secretary of 
the Navy, and the Secretary of the Air Force. 


SECTION 502—-AMENDMENT OF PUBLIC LAW 671, SEVENTY-SIXTH CONGRESS 


Public Law 671 of the Seventy-sixth Congress permits federally assisted low- 
rent housing projects and related powers to be used to assist in providing housing 
for persons engaged in national! defense activities, and thus provides a useful stand- 
by authority. The provisions of this section, however, could be helpful in the use 
of such projects for defense purposes if such action becomes necessary. 


SECTION 503-—-AMENDMENT OF THE LANHAM ACT DISPOSAL PROVISIONS 


This section would amend title VI of the Lanham Act. Title VI, which specifies 
detailed procedures for the disposal of federally owned war and veterans housing 
built during World War II and the immediate postwar period, was added to the 
Lanham Act by the Housing Act of 1950. Under the law as now written, a num- 
ber of actions were required to be taken by municipalities and local housing au- 
thorities on or before December 31, 1950, if they were to obtain the housing author- 
ized to be transferred to them under the title. Dates were also prescribed after 
which no new tenants could be accepted in existing federally owned temporary 
housing and after which such temporary housing must be vacated and removed. 
Because of the critical international situation, it became necessary to suspend this 
procedure for the disposal or actual removal of housing. Such a suspension was 
ordered in July of last year, and, pending further determination of defense needs 
in the many localities involved, still remains in effect. Section 503 would permit 
the President to extend the several deadlines dates now prescribed in title VI of the 
Lanham Act if he determines that such extension is in the public interest in view 
of national defense needs and of the general housing situation. 


SECTION 504-—-FHA MORTGAGE AMOUNTS FOR RENTAL HOUSING 


Section 207 of the National Housing Act, which contains the regular FHA mort- 
gage insurance provisions for rental housing, provides that insurable mortgages 
under that section may not exceed $8,100 per family unit or $7,200 per family 
unit if the number of rooms in the project does not equal or exceed 4% per family 
unit. Section 504 of the bill would change the 444-room requirement to a 4-room 
requirement in order to make the $7,200 mortgage ceiling more equitable in terms 
of construction costs. This amendment would also make the mortgage ceiling in 
section 207 (ce) of the National Housing Act consistent with the corresponding 
ceiling which title I of this bill would enact for the proposed new section 908 of the 
National Housing Act. 

Section 504 would also amend section 207 to permit the FHA maximum mort- 
gage amount for a rental housing project to reflect the value of stores and similar 
nonresidential facilities which are provided as a part of, or incidental to, the 
project. This perfecting amendment will better enable private builders to pro- 
vide the commercial facilities necessary to serve rental housing. 


SECTION 505—-WAIVER OF FHA OCCUPANCY REQUIREMENTS FOR MEN CALLED INTO 
MILITARY SERVICE 


Section 505 would add two new sections, No. 216 and No. 217, to the National 
Housing Act. In the course of my testimony on title I of this bill, Ihave dis- 
cussed the proposed new section 217, which would provide for a general FHA 
mortgage insurance authorization. Commissioner Richards is also prepared to 
present further detailed testimony concerning the effect of this provision if desired. 

The proposed new section 216 of the National Housing Act is designed to avoid 
hardship, which may result under the law as now written, to men who are called 
into military service while applications for mortgage insurance covering their 
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homes are still pending. Under the present law, a mortgagor purchasing his own 
home for the occupancy of his family is afforded more liberal mortem e insurance 
terms than a mortgagor who is an operative builder or investor. en @ mort- 
gagor has arranged for FHA financing on the basis that he or his family will occupy 
the home, hardship may very well result to him at the time of the closing if, having 
meanwhile been called into military service, he decides to rent the home to some- 
one else. 

The proposed new section 216 will eliminate such hardship by authorizing the 
Federal Housing Commissioner to insure the mortgage on the same terms as where 
the mortgagor is the occupant, if the FHA is satisfied that the failure of the mort- 
gagor to occupy the home is due to his entry into active military service and that 
the mortgagor intends to occupy the home after his release from the service. 


SECTION 506—VETERANS’ ADMINISTRATION REPRESENTATION ON THE BOARD OF 
DIRECTORS OF THE FEDERAL NATIONAL MORTGAGE ASSOCIATION 


This section would provide that one of the members of the Board of Directors 
of the Federal National Mortgage Association shall be appointed by the Adminis- 
trator of Veterans’ Affairs from among the officers or employees of the Veterans’ 
Administration. Under existing Jaw, the Directors of the Association must be 
appointed by the Housing Administrator. 


SECTIONS 507, 508, AND 509—-YIELD INSURANCE 


Sections 507, 508, and 509 amend title VII of the National Housing Act. Title 
VII, which is generally known as the yield insurance title, was designed to encour- 
age equity investment in rental housing without fixed debt financing through mort- 
gages or other liens on the property. 

The FHA is authorized to insure an annual yield of not in excess of 2% percent 
on outstanding investment and a minimum annual amortization of 2 percent of 
the total investment. For this protection, the investor is required to pay an 
annual insurance premium of one-half of 1 percent of the capital investment out- 
standing each year. The yield of 2% percent is known as the “insured annual 
return.”’ Higher yields are permitted under the law, to the extent that they are 
consistent with achieving moderate rentals. The law as now written requires 
rentals to be established at a level sufficient to produce a ‘“‘minimum annual 
return’’ of 314 percent of the outstanding investment, and also requires accelerated 
amortization—for insurance calculation purposes—of the capital investment in 
the event that the actual annual return exceeds 34 percent. 

The experience with the yield insurance title has indicated that there is con- 
siderable reluctance on the part of large-scale aggregates of investment capital 
to become involved in the ownership and management of housing projects. The 
FHA has therefore held a number of conferences with prospective investors and 
with financial investment houses with a view to developing an acceptable method 
for proceeding under this title. These conferences have developed the fact that 
there would be considerable possibilities of obtaining investment of equity 
capital if it did not also entail direct ownership and management of the housing. 
The conferences have also indicated that this might be accomplished through 
issuance and sale in the open market of income debentures, to be payable from 
project net income, with the benefits of the insurance payable to a trustee for 
the holders thereof. For example, insurance companies or others who have 
funds to invest but do not wish to assume the burden of direct ownership and 
management if they invest directly, may be quite willing to invest in the income 
debentures. To accomplish this, however, three amendments to the yield 
insurance title are necessary. These amendments are provided by sections 507, 
508, and 509 of the bill. 

Section 507 would make it clear that, under the yield insurance title, an investor 
may supply the necessary equity funds for investment in a project through the 
issuance and sale on the open market of income debentures which do not involve 
fixed debt financing through mortgage or other liens on the property. Such 
debentures would be special obligations payable out of the net income of the 
project. The section would also make it clear that the benefits of the insurance 
could be paid to assignees or transferees, including the holders of income deben- 
tures issued by the investor or to trustees for such holders. 

Section 508 would amend title VII of the National Housing Act to permit the 
“minimum annual return” under that title to be less than 3% percent where 
agreed upon between the investor and the Federal Housing Commissioner 
This would make it possible for State educational institutions or political sub- 
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divisions or public bodies which might be investors under title VII and which 
could obtain unsecured funds for less than 3% percent to reflect such lower borrow- 
ing costs in the rents to be charged. 

ction 509 would provide for a technical amendment to title VII. Under the 
law as now written, the annual net income in excess of the 3% percent minimum 
annual return is defined as ‘‘excess earnings,” and at least half of such excess 
earnings must’ be applied—for purposes of the insurance contract—to accelerate 
amortization of the original investment. Under the existing definition of ‘‘excess 
earnings”’ in title VII, such earnings must be computed before payment of income 
taxes, although amounts paid as income taxes do not, in effect, constitute earnings 
of the investor. Section 509 would therefore exclude sums paid as income taxes 
from the amount of the excess earnings as defined. This amendment, of course, 
applies only for the purposes of the insurance contracts under title VII of the 
National Housing Act. It does not in any way affect the tax status or income-tax 
payments of any investor. 


SECTION 511-—-REPRESENTATION ON THE NATIONAL HOUSING COUNCIL 


The National Housing Council, established within the Housing and Home 
Finance Agency, is composed of the Housing Administrator and representatives 
of other agencies having functions relating to housing. The Council was estab- 
lished several years ago for the purposes of promoting effective use of the housing 
functions of the Federal Government, and of obtaining coordination in their 
administration, and consistency with general economic and fiscal policies. The 
Council provides machinery for exchange of information and discussion of prob- 
lems common to the participating agencies. 

Section 511 would provide that the Secretary of Defense, or his designee, shall 
be substituted for the Chairman of the Board of Directors of the RFC, or his 
designee, as a member of the National Housing Council. The importance of 
adequate housing and community facilities to the present defense effort has made 
it a and desirable that the Department of Defense be represented on 
the Council. The elimination of RFC representation from the Council (which 
we understand to be satisfactory to the RFC) would be in recognition of the fact 
that the housing functions which were formerly exercised by the RFC have, by 
Reorganization Plans 22 and 23 of 1950, been transferred from that Corporation 
to the Housing Agency. These are the plans which transferred the Federal 
National Mortgage Association and prefabricated housing loan functions from the 
RFC to the Housing Agency. 

I have been advised by the Director of the Bureau of the Budget that there is 
no objection to the presentation of this statement for the consideration of your 
committee. 


Mr. Fotey. To start with, I have heard this bill described variously, 
but quite generally, as a $3,000,000,000 defense housing bill, which is 
a misunderstanding that I think ought to be discussed at the begin- 


ning. 

This is apparently based upon the fact that section 505 of the bill 
provides a general FHA insurance authorization of $3,000,000,000 
to be allocated by the President, from time to time as the need therefor 
arises, for the insurance of mortgages under any of the titles of the 


- National Housing Act except title VI. The assumption that this 


makes it a $3,000,000,000 defense housing bill overlooks a very 
essential fact. 

The fact is that there is today still in operation under existing 
statutory authority a general housing program as distinguished from 
such a program as might be necessary for defense purposes. 

As you know, as a result of the events in Korea, that general housing 
program has already been reduced in volume well below the levels 
obtaining in the past few years, or, in fact, the average production of 
the last few years. 

It is proposed to continue such a general housing program to the 
extent that, and so long as, it is consistent with the requirements of 
national defense. 
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It is true that much of the volume that is now contemplated for 
this year will have to be channeled to defense needs. To the extent 
that such is the case, we would hope to get as much of it as possible 
accomplished with our existing statutory authorizations and the 
relaxation of credit controls on a selective basis, through which 
means we have sought to reduce the volume for this year. Such a 
relaxation could be made at a local or selective basis as defense needs 
might require. 

It may be that the volume available for other defense needs will 
have to be reduced as the requirements of national defense change. 
It may be that the situation at a later date will not permit the con- 
struction of any housing except that which is required for defense 
purposes. That was, of course, the case in World War IT. 

But, as I have said, the general housing program will continue to 
the extent that and so long as the program is consistent with the 
requirements of national defense. 

As your committee knows, there are several existing insurance 
authorizations under the National Housing Act which furnish im- 
portant and needed assistance for the operations of the private home- 
building industry in carrying out the general housing program. 

There is the authorization to insure mortgages on modest homes 
in outlying suburban and rural nonfarm areas contained in section 8 
of title I of the act. There is the regular title IL authorization to 
insure mortgages on both sales and rental properties. There is like- 
wise the authorization under title VIII to insure mortgages on rental 
properties to be available for occupancy by military personnel. 

If we were so fortunate today as to have a world at peace and 
were, therefore, in a position to permit home building to continue 
at the rate prevailing over the past few years, it would be necessary 
to increase the FHA authorizations under section 8 and title II well 
in excess of the $3,000,000,000 figure in order to continue to meet, 
until early next year, the needs of the private home-building industry 
and housing consumers for mortgage insurance. 

We are, of course, not so fortunate. Because of the international 
situation, it was necessary to take action to reduce the volume of 
home building to not more than 800,000 to 850,000 starts for this 
calendar year. To provide the necessary authorizations to permit 
FHA insurance operations to continue at this level of production 
would require an increase in the existing FHA authorizations of 
nearly $3,000,000,000. 

Now, however, we face a defense and military assistance program 
involving upward of $70,000,000,000 for the next fiscal year. We 


know from experience that, in order to obtain production of housing ~ 


required for defense workers in areas where it is needed, and in suf- 
ficient time to avoid delaying or impeding defense activities in certain 
areas, special FHA insurance aids will represent one of the important 
legislative authorities which will be needed. That, of course, we 
learned during the World War II period. 

The new title IX in the National Housing Act, which would be 
added by title I of the bill before you, would provide such special 
FHA insurance aid on a stand-by basis for use in helping private 
enterprise to provide the needed defense housing in areas where the 
President finds that a shortage of housing exists which impedes or 
threatens to impede national-defense activities. If, in the immediate 
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future, it should not be necessary to use these new authorizations, 
then there can be allocated by the President, from the general insur- 
ance authorization provided by section 505 of the bill, sufficient 
amounts to handle the FHA business coming in under section 8 and 
title II. 

On the other hand, when the need for housing in connection with 
national-defense activities requires resort to the special insurance aid 
in the proposed new title IX, a sufficient amount from the general 
insurance authorization in section 505 may be allocated by the 
President for use in title TX. 

Obviously, the more business which must be done under the pro- 
posed new title [X, the less business there will be under section 8 and 
title LI. 

I have also seen some statements to the effect that this $3,000,000,000 
authorization indicates an intention to superimpose “continued maxi- 
mum production” of housing on the program for military and defense 
production expansion. This is not the case, in our contemplation, 
nor as we interpret the bill. 

In the Defense Production Act of 1950, the Congress authorized 
the President to impose controls on housing credits in order to reduce 
the volume of home construction and thus help relieve inflationary 
pressures and make room in the economy for the defense-mobilization 
program. ‘The authority thus given to us by the Congress has been 
used, as the committee, | am sure, is aware, through joint authority 
granted to the Federal Reserve Board and to the Housing Adminis- 
trator. We have put into effect a system of housing credit controls 
designed to reduce the volume of housing construction from the 
1,400,000 homes started in 1950 to not to exceed 800,000 to 850,000 
for 1951. Out of this total of 800,000 to 850,000 housing units to be 
started in 1951, as we now envision it, must come whatever housing 
is required to be channeled specifically for military personnel and 
defense workers in connection with the national-defense program. 

I believe this legislation takes full advantage of our available 
experience. It contemplates the closest coordination of direct and 
basic defense activities with manpower and housing which may be 
required to support those activities. 

It contemplates, first of all, that, to the maximum extent consistent 
with the requirements of national defense, defense activities will be 
assigned to areas, and new plants will be located in areas where the 
necessary manpower is available, or can be made available, from the 
local labor force. In this way, it seems to me that it wisely seeks to 
minimize the impact of the defense program in terms of requirements 
for additional housing and community facilities and services to sup- 
port necessary defense activities. It contemplates that the depart- 
ments and agencies engaged in undertaking the basic and direct 
defense activities will consult with the Department of Labor and 
with the Housing Agency as to the manpower needs and as to the 
needs for housing and community facilities and services which will 
result in an area where defense activities are proposed to be under- 
taken or where the defense plants or installations are to be built. 

If it is not possible to undertake the proposed defense activities or 
defense plant construction in an area where the needed manpower is 
available or can be obtained without additional housing and com- 
munity facilities, then the legislation contemplates that the plans for 
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the provision of defense housing and community facilities required 
to support such defense activities or defense plant production shall 
proceed concurrently with the plans for the undertaking of those 
activities or the construction of the plants. 

Further along the same line, I think the bill very wisely provides 
a basic nation at heceie policy established by the Congress that pri- 
vate enterprise shall be encouraged and assisted to supply as large 
a part of our housing needs as feasible, and that expenditure of public 
funds for housing shall be made only when the required housing cannot 
otherwise be provided when and where needed. 

The bill is designed to encourage private enterprise to furnish as 
much of the needed housing for defense as possible, with the regular 
FHA mortgage insurance aids, and the special mortgage insurance 
assistance made available in the proposed new title [X of the National 
Housing Act. 

It is my belief and sincere hope that most of the additional housing 
required to support our mobilization program can be provided in that 
way. To expect all of it to be so provided, however, would be com- 
pletely unrealistic on the basis of our experience during World War II. 

It may be necessary to bring workers into defense areas on such a 
large scale and within such a limited time that operative builders, 
although otherwise able to furnish housing, cannot do so within the 
time required. 

In view of the growth and increased productive capacity of the 
home-building industry in the last 10 years, it seems to me now that 
the incidence of such cases should be relatively small as compared 
with the situation which prevailed during World War II. 

In many areas it will be impossible to anticipate within any cer- 
tainty that the market for housing will remain for a sufficient time to 
warrant private investment even with liberal mortgage insurance 
assistance. In some areas it may be quite clear that the need will 
continue only during the period of defense production program. In 
many cases local governments will not have the financial ability to 
furnish additional community facilities or services suddenly made 
necessary in the area by the influx of defense workers or by new or 
increased production for defense purposes. 

I want to emphasize, however, that as I interpret the bill no action 
is authorized under this legislation with respect to either housing or 
community facilities or services, except as required to support national 
defense activities in the development of mobilization. Such action 
must be justified solely in terms of the defense program and as an 
integral part of that program. Where so justified, I believe it is 
obvious that such action must be taken. To do otherwise would 
prevent or impede the operation of a defense plant or other installation 
by depriving it of necessary utilities or other facilities, or by depriving 
the area of housing which must be furnished before needed defense 
workers can be brought into the area. 

We are now, gentlemen, in the early stages of military mobilization 
and defense production. We do not know now the areas where, as 
that program progresses, large-scale defense activities must be under- 
taken, or new defer ense plants or installations must be built. Conse- 


quently, the extent of the needs for defense housing, and for com- 
munity services and facilities, which will result in such areas from 
these defense activities, and how much of those needs must be met 
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through resort to the authorities contained in this bill cannot be fully 
known. 

I think that we cannot afford to wait until these needs are actually 
upon us—until specific problems and situations have become embar- 
rassingly acute—before taking the actions required to enable us to 
meet them. To do so, it seems to me, will be costly, not merely in 
terms of dollars, but, more importantly, in terms of crippling delays 
adversely affecting the success of the defense program upon which 
the security of the Nation may depend. 

It is now, while we are still in the early stages of the mobilization 
and defense production program, that we should provide the necessary 
legislative authorities to meet fully, promptly, and effectively all of 
the foreseeable problems in the field of defense housing and community 
facilities which, as an essential part of the national defense effort, we 
may be called upon to meet and solve in the uncertain future. 

Again, I want to point out that this bill, in proposing to establish 
authority, proposes to establish it on a standby basis with the actual 
control for use in the hands of the President. 

As a matter of fact, with the possible exception of title ILI, all of 
the legislative authorities contained in the bill represent basically the 
same lenielative authorities which have heretofore been provided by 
the Congress to meet similar needs as they arose under similar con- 
ditions during the defense and war period of World War II, except 
that, first, the legislative authorities contained in the bill are some- 
what more limited than those previously provided, and, second, the 
bill takes into full account both the actual experience gained during 
the World War II period and the policies established by the Congress 
in recently enacted housing legislation. 

For example, the authority which would be provided by the pro- 
posed new title IX, while similar in some respects to title VI, which 
was used so successfully in the defense and war period of World War 
II, is, in fact, a more limited authority. 

There is a very important difference between the proposed title IX 
and the old title VI, which was enacted in the defense period and 
carried through the war period and then into the postwar period. 

Under title VI, insurance was on the basis of “necessary current 
costs,” with mortgage amounts computed at 90 percent of such costs. 

You will recall, | am sure, gentlemen, that both Commissioner 
Richards and I have testified repeatedly in the past that 90 percent 
insured financing on a cost basis, while successful in obtaining the 
production of housing, was also more liberal financing than we felt 
was justified except under extreme emergency conditions. 

We think that it ought not to be necessary in the current defense 
period to return to the title VI type of financing to obtain needed de- 
fense housing, for the housing industry is in a much stronger position 
today and has a far greater capacity for production than was the case 
at the outset of the defense period of 10 years ago. 

It is highly important to maintain a valuation basis as a means of 
avoiding unnecessarily supporting the upward pressure of costs and 
providing a much better basis of control of the operation under difficult 
processing conditions. 

Title LX provides that mortgages may be insured if the Commis- 
sioner finds that the property is an acceptable risk in view of the needs 
of national defense. That language, I think, is wisely provided in 
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place of the requirement in title I, the regular peacetime operation, 
where a finding of economic soundness is required. 

There will undoubtedly be situations, locationwise or because of the 
uncertainty of longterm marketability of the housing provided, where, 
if the Commissioner had to find economic soundness, he would prob- 
ably have to rile out the mortgage insurance, but where he can, fol- 
lowing the valu ition base, still approve it on the basis of risk acceptable 
to the Commissioner. 

Title Il of the bill would provide authority, also on a stand-by 
basis, to furnish required defense housing and to assist in the provision 
of, or to provide directly, community facilities and services where they 
cannot otherwise be provided when and where needed to support 
basic defense activities. 

This authority could be exercised in any area only upon a finding 
by the President that the housing, or the community facilities or 
services are required to support defense activities and would not 
otherwise be provided when and where required. 

The provisions of the title are patterned in large part after the Lan- 
ham Act, which granted the same general authority during the last 
war with respect to both housing and community facilities and services, 
and reflect both the valuable experience gained duirng the period of 
World War II and the policies heretofore established by the Congress 
in recent legislation relating to the management and disposition of 
Lanham Act housing. 

For example, the bill provides that, where feasible and consistent 
with national defense needs, the housing must be of permanent con- 
struction consisting of one- to four-family dwelling structures so 
arranged that they may be offered for separate sale when no longer re- 
quired for defense purposes. This will make possible the ultimate 
disposition of such housing on a sale for individual home ownership 
basis. That provision follows very closely the provisions in the 
Housing Act of 1950, with respect to the disposition of war and de- 
fense housing publicly constructed in the last emergency. That 
measure, as you will recall, resulted from a long study by this com- 
mittee of Congress in connection with problems that had arisen in 
handling and disposing of temporary and permanent war housing, 
and also in connection with the reuse housing later constructed. 

The problems that we had were many, varied, and very difficult in 
general for two reasons: One, because only very broadly did Congress 
indicate in the original legislation the ultimate disposition of the 
housing and the policy to be pursued, and the other was because the 
conditions under which the housing was constructed and provided 
in the war period were of such an emergency nature requiring such 
fast action that we had a very complex pattern of housing with respect 
to site, type, and so forth, making disposition an extremely difficult 
matter. 

This title in this bill seeks to benefit from that experience. It 
seeks to make clear at the beginning the intent of Congress with 
respect to its disposition. It seeks to get as large as possible a part 
of such housing as may have to be provided through public financing 
and construction of a character that lends itself not only to defense 
use, but to disposition to private home ownership when its needs for 
defense purposes have pased. 
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Tt is for that reason that the bill emphasizes permanent construc- 
tion of a type suitable for disposition. 

I do not believe, gentlemen, at this time, from our past experience, 
that it would be safe to say that all such housing could be permanent. 
It is probable that we will have to meet certain types of need of a 
temporary nature, so that a temporary type of structure will also 
have to be provided. 

However, as I envision the possibilities, that type of housing ought 
to be temporary shelter rather than what we thought of as temporary 
housing in the previous experience. As you know, because of the 
material situation and other factors, we got a great deal of what I 
might call in-between housing. This was neither temporary nor 
permanent, and has represented one of the most serious problems of 
disposition, because in spite of the fact that it was designed to be 
temporary, the housing needs continued to be so great and the housing 
itself continued to be so much better than the worst of the housing 
that was already in the permanent inventory that it had to continue 
in use. 

So we envisioned the temporary type of shelter as being, so far as 
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possible, of a portable type which will lend itself to transfer to other 
places of need when a particular need has passed, and which can 
finally be disposed of with the least difficulty and with the least loss. 

Further, the bill provides that specifie over-all costs limits would 
be imposed for housing constructed under this title. The cost limits 
would correspond to the values of housing on which maximum mort- 
gage amounts are based under the proposed section 903 of the Na- 
tional Housing Act. 

Also, ‘specific requirements would be provided for the disposition 
of permanent dwellings provided under this title. These require- 
ments would conform to the provisions reported by your committee 
and enacted by the Congress in the Housing Act of 1950, for the 
disposition of permanent dwellings provided by the Government 
during World War LI. 

In line with the provisions of the Housing Act of 1950, the bill 
provides that preference in the purchase of any dwelling structure 
offered for separate sale shall be granted to occupants and veterans 
over other prospective purchasers. 

I would recommend that your committee consider including an 
amendment which would provide that, when any such structures 
are no longer required for occupancy solely by persons engaged in 
national defense activities, veterans shall have priority in the rental 
thereof pending ultimate sale. This would ‘also have the effect of 
assuring that a greater amount of any such housing would be available 
for veteran purchasers. 

Of course, all of our experience establishes what is in itself obvious: 
That when housing is needed for additional defense workers, it 
generates needs for additional community facilities and services. 
The extent to which that need may develop will, of course, depend 
upon local and specific situations. In fact, in many cases housing 
cannot be provided at all until the necessary additional community 
facilities such as water, sewer, gas, and other public utilities are 
enlarged or extended, or initially provided. 

Upon a finding by the President that community facilities or services 
are needed in any area or locality to support national defense activities, 
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title II of the bill authorizes the extension of financial assistance for 
the provision, or the direct provision, of the needed facilities or serv- 
ices. As I interpret it, this means that only such additional com- 
munity facilities shall be assisted or provided as are necessitated by 
the fact that military personnel or civilian workers required for carry- 
ing out national defense activities being undertaken in the particular 
locality must be brought in from other areas, where other additions 
to the local labor force are needed for such purpose, or where it is 
necessary to provide water or sewer extensions or some similar type 
of community facility to serve a defense plant or installation. 

In other words, it is limited to meet newly arising community 
needs which are directly attributable to defense activities and not 
otherwise provided, as distinguished from attempting to improve 
the facilities and services already provided by the community for 
itself. 

For these purposes, therefore, the bill authorizes loans or grants to 
municipalities and local agencies for the provision, operation, or 
maintenance of community facilities and services. Grants for 
maintenance and operation of community facilities or services may 
not exceed the portion of the cost of the maintenance and operation 
of such facilities, or the cost of the services, which is attributable to 
the national defense activities in the area and not otherwise to be 
recovered by the municipality or local agency. 

Also, any continuing grant must be reexamined and adjusted 
annually upon the basis of the ability of the municipality or local 
agency to bear a greater portion of the cost of such maintenance, 
operation, or services as a result of increased revenues made possible 
by such facility or by such defense activities. 

Title ILI of the bill is directed toward the establishment of inte- 
grated defense communities where sizable defense installations are 
to be located in isolated areas. That provision of the bill is perhaps 
the only part of the bill that confers any new or unprecedented author- 
ity upon the Housing Agency, but the powers granted could be 
exercised only in connection with cases in which the President finds 
that housing and community facilities required in connection with 
a defense installation to be developed in an isolated or relatively 
isolated area would not otherwise be provided when and where re- 
quired, or that, otherwise, there would be speculation or uneconomic 
use of land resources which would impair the efficiency of defense 
activities at the installation. In such cases, the land for the develop- 
ment of the housing and community facilities required in connection 
with the defense installations could be acquired, general plans for 
the development of such land could be made, necessary site 1mprove- 
ments and community facilities could be provided under the authority 
contained in title II of the bill, and the land could then be dispased of to 
private developers for residential and commercial development in 
accordance with such general plans, and to appropriate public agencies 
for public use. 

Thus, it seems to me, the authority provided in this title of the bill 
is designed to facilitate the establishment of integrated communities, 
or, if necessary, for expansion of existing communities, when large 
defense installations are located in areas in which communities of 
adequate size do not exist. 
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It is not intended, as I take it, that these communities should be 
Government towns. On the contrary, the provisions of this title have 
as their objective development of these towns primarily by private 
enterprise, and assumption by the residents of the responsibilities of 
local government, under State laws. 

The power to acquire and to dispose of land for community develop- 
ment is a vital necessity, and it is especially important that the lands 
to be used for housing be acquired simultaneously with the acquisition 
of land for the defense installation. Unless this is done, land specula- 
tion cannot be avoided. Excessive land costs, due to speculation, 
will increase the cost of public facilities that must be provided, and 
will frequently make it impossible to provide adequate shelter for 
defense workers receiving moderate wages because the speculation in 
the land must necessarily add to the cost of providing the housing. 

Under the bill the land would be disposed of as quickly as practicable 
for development on the basis of the general plan for the community. 
Private builders, individually or in groups, would be encouraged to 
undertake development of the land for housing and commercial 
purposes, and would be given opportunity to buy ‘the land nec cessary 
for these purposes at appropriate prices. 

For provision of housing, they would have available to them financ- 
ing assistance provided in title I of this bill, as well as other existing 
Government and private aids. 

I would like to point to the Savannah River installation of the 
Atomic Energy Commission as an example of a situation in which this 
authority may be needed, if the defense activity is not to be impeded; 
if it is to be possible to provide the labor force required through making 
possible places for them to live and with such facilities and amenities 
as are necessary to hold the type of labor force they are likely to 
require, either to get them originally, or to keep them there without a 
rapid, heavy, and expensive turn-over. 

Mr. Brown. May | ask a question in connection with the Savannah 
River project you referred to? It is just across from Augusta, Ga., 
in Mr. Riley’s district. They are going to take 250,000 acres of land. 
Now, all those people will be displaced persons. I suppose that some 
of them will work in the defense plant and some will not. The ones 
that do not work there will want somewhere to go. I am in favor of 
the general purpose of the bill, but I certainly think the people that 
are forced out by the Federal Government should be taken care of, 
whether they are defense workers or not. I just wonder if the bill 
takes care of those people at all. 

Mr. ParMan. How many will this project displace? 

Mr. Brown. They are taking four or five small towns in that area. 
There are about 1,500 families involved, I understand. 

Mr. Fouey. Congressman Brown, there is a variety of problems, 
some of them unprecedented i in the experience of the Housing Agency, 
which are certainly going to be involved in that installation, and 
others like it. Up to this time there is not sufficient information upon 
which to make all the plans that may be necessary. Our relationship, 
on a working basis, with the Atomic Energy Commission in that 
connection, and in connection with other proposed installations, is, I 
think, very good. We have been working with them at the staff 
and top levels ever since this project was announced. We are taking 
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such steps as we can short of the authorities in this bill, to provide, 
one, for the permanent work force that may be needed, and, two, to 
attempt to identify and study possible means of solutions of problems 
such as you have raised. Others undoubtedly will arise. 

As a first step, we have authorized the establishment of a temporary 
office of our community facilities service in that area. We are at 
work now and will, [ think, within a day or two be in a position to 
appoint a special assistant to the Administrator whose task will be to 
work with the Atomic Energy Commission in studying the whole 
problem created and making to the Administrator, and through him 
to any other appropriate agencies, suggestions for either a solution 
under existing authoritv—for a problem such as you have raised—or 
possibly further legislative suggestions they may seem to indicate are 
necessary. 

Mr. Brown. It is my understanding that no homes will be built on 
the 250,000 acres. 

Mr. Foutey. That is our understanding; that there is to be no hous- 
ing on the reservation. 

The Cuarrman. Mr. Foley, what is the estimated period of con- 
struction for one of those great installations? 

Mr. Fotey. [ do not know that I am in a position to answer that. 
It is probably a question that the Atomic Energy Commission. itself 
should answer, and no doubt they will be appearing before you in 
connection with this bill. 

The Cuairman. We will have to take care of a great number of 
people during its construction and a lesser number after it has been 
completed. There will have to be temporary buildings, I suppose, 
for those engaged in the construction, which will be abandoned after 
the completion of the project, is that not true? 

Mr. Fotny. The estimate on permanent employment that we have 
is that there will be about 6,000 workers. The estimate on con- 
struction workers has varied from 25,000 to a much larger figure. The 
present contemplation is that the housing of the construction workers 
will have to be done on a temporary basis, probably in such buildings 
as barracks and so on, and up to this point it has been contemplated 
that the Atomic Energy Commission and the private contractors doing 
the building will wrestle with that task. 

I have no doubt, however, that the agency will be requested—I think 
it has already been requested—to be of assistance in the temporary 
problem. 

Mr. Brown. I think that you should give attention to another 
thing. Under the income-tax laws a person making a profit on land 
that he sells has to include it for income-tax purposes, but when he is 
forced to sell he can invest in similar properties without paying an 
income tax on that profit. However, he must do it within a reasonable 
length of time. Now, can these displaced persons buy these houses 
that you are going to build? 

Mr. Fouiry. If I understand your question correctly, it is whether 
persons displaced from the reservation by the fact——— 

Mr. Brown. He sells his property. He is displaced. It is not 
voluntary. The Government forces him to do it. He will have to 
pay an income tax on the profit that he made on the difference between 
what he bought the property for and what he sold it at unless he 
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invests the proceeds within a reasonable length of time in similar 
property. 

My question is, Will these displaced persons have the right to buy 
some of the housing that you are going to build? 

Mr. Foury. I think that that would be a matter that would require 
legal interpretation. Broadly, I would say that I would think it 
desirable that provision be made to permit them todo so. I will ask 
our general counsel whether he interprets the present terms of the bill 
as permitting them to do so. 

Mr. Firzparrick. Only in the event that they were defense workers 
could they be eligible to purchase or rent. In other words 

The CyatrMan. Will the temporary housing built for the workers 
during the construction period be desirable for permanent occupancy? 

Mr. Foiey. Probably not, as we understand the present discus- 
sions in the Atomic Energy Commission. It would be of the barracks- 
type construction. 

The Cuairman. That temporary construction is ordinarily re- 
moved after the completion of the contract, is it not? 

Mr. Foutey. That is true, and I expect that much of it would 
probably be on the reservation itself where the Atomic Energy Com- 
mission has determined that no permanent housing should go, and 
where there will be no housing of people after the operation of the 
project has begun. 

Mr. Brown. | imagine that the plant will be permanent and there- 
fore it would seem to me that most of the houses would be permanent. 

Mr. Fotry. That, as I contemplate it, would be after the con- 
struction. 

Mr. Tautue. Mr. Foley, has your agency had something to do with 
the writing of this bill? 

Mr. Fotry. We have been consulted very closely on the drafting of 
it; yes. 

Mr. Tauir. What is your definition of defense housing? 

Mr. Foutny. We use it in the sense of housing necessary for the 
housing of defense workers. <A definition beyond that we have not 
written, except as it follows from the provisions of the bill itself limit- 
ing the housing to defense needs, prescribing the types of construction, 
imposing cost and mortgage ceilings, and so forth. 

Mr. Tatie. Do I understand, then, that the bill does not include 
any military housing? 

Mr. Fotny. This bill does not include military housing, per se, 
although I believe under it military personnel could be housed, if 
necessary, either under the title I or title I] provisions. 

The bill also extends title VIII of the National Housing Act, apply- 
ing to mortgage insurance for rental housing at permanent military 
installations. 

The CuatrMan. Would you like to complete your prepared state- 
ment? 

Mr. Foutry. There is only a little left, and I may as well go on 
through it. 

Title IV of the bill deals with the authorization of loans for pre- 
fabricated houses or for prefabricated housing components, and is 
directed toward assuring that the industrial capacity of the present 
prefabricated housing industry will be maintained so that it will be 
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available for full utilization in connection with the defense program. 
Prefabricated housing is particularly adaptable to use in meeting 
defense and emergency needs because of the speed with which it can 
be furnished, the fact that skilled site labor is minimized, and the need 
for controling, without time-consuming and costly on-site inspection, 
the quality of basic structural work on the houses. 

Today the prefabricated housing industry is producing at the rate 
of about 50,000 houses a year. Its capacity, however, is estimated 
at about 100,000 units a year. In the period ahead, I believe it is a 
vital necessity that we should be in a position to assure not only the 
maintenance of this industrial capacity, but also that those with a 
demonstrated capacity to produce and market their product remain 
in the business of producing and marketing prefabricated housing, 
rather than converting to some other type of production. 

That, of course, is for the very obvious reason we can well face 
situations as mobilization develops. We may have a very important, 
urgent, and sudden need for housing of a mobile or portable type to 
meet civilian and military needs, and if the presently existing ca- 
pacity is diverted to other uses because of difficulties in financing 
which may presently confront them, then we would have a very 
serious problem. We would have to reestablish that capacity. 

The authority in this title of the bill is directed toward this end by 
providing financial assistance for those business enterprises which 
‘have a demonstrated capacity for the production and marketing of 
prefabricated houses, including the distribution and erection of such 
houses and site improvements therefor. 

As I interpret this title, it is intended that any loans that may be 
made to new producers of prefabric ated houses or housing components 
shall be made from any uncommitted loan authorization remaining 
under section 102—— 

Mr. Parman. What is that you said? 

Mr. Fo.ry. I was saying that under this title no authority would 
be granted, as I interpet it, for the Administrator to make loans to 
new producers of prefabricated houses. 

Mr. Parman. New producers of prefabricated houses? 

Mr. Fotey. That is right, but rather maintain the existing demon- 
strated successful producers in the business with the capacity that 
they presently have. 

Mr. Parman. On that point I would like to ask a question or two. 
It is about the Lustron Corp. To the best of my recollection—and 
I have seen a lot about that in the paper and have been seeing what 
I consider to be the other side—in the 1946 Veterans Emergency 
Housing Act there was a provision encouraging the prefabricators of 
housing; encouraging manufacturers to go into that business by 
granting special concessions. Isn’t that right? 

Mr. Fouiey. That is right. 

Mr. Patman. Now, to what extent were concessions made? 

Mr. Fouey. That was an activity and an authority not given to 
our agency but to the RFC. 

Mr. Parman. People were encouraged to go into that business 
because people would not go out and invest their money in a venture 
that was in doubt, and therefore encouragement was given to the 
prefabricators. Is it not a fact that 2 years later this committee, 
by an amendment, further encouraged prefabricated housing by 
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encouraging the loan which resulted in the loan to the Lustron Corp. 
by the REC? Do you recall that? 

Mr. Fouey. Section 102 of the Housing Act of 1948. 

Mr. Patman. What did the amendment to the act do? 

Mr. Fotey. That section established an authority for the lending 
of funds to the prefabricators of housing, or components of housing. 
It placed that authority in the RFC. As you will recall, that activity 
was transferred to the Housing Agency under a reorganization plan 
last September. 

The loans that had been made or were still being made were trans- 
ferred at that time, and we are now administering that part of the 
program. ‘The Lustron loan to which you referred was not trans- 
ferred because it was then in the process of foreclosure. 

Mr. Parman. It was in the process of liquidation? 

Mr. Foutry. That is right. 

Mr. Parman. I think it was contemplated at that time that there 
would probably be losses in loans for prefabricated housing. Is that 
your understanding? 

Mr. Fo.ry. I think that is a fair assumption, sir. 

Mr. Parman. It was considered such a great risk that in normal 
business administration prefabricated housing would not be a sufficient 
inducement to capital, and for that reason there was a special act 
that did encourage prefabricated housing. 

Mr. Coxe. Was it contemplated that a man with $1,000 might 
secure Government funds and operate a $50,000,000 corporation and 
receive a $50,000 salary without any investment on his own part? 

Mr. Fouey. Well, | am sure, Mr. Congressman, I could not say 
what was contemplated by the Congress at that time. 

Mr. Parman. I do not know the facts about that particular loan 
at all. It may have been set up in a very vulnerable way, but I 
know one thing—this committee encouraged it, and I do not know 
a thing about the facts of the Lustron loan, but I have been noticing 
that all blame has been put on the doorstep of the RFC when I think 
the blame is right here. 

Mr. Cour. The blame is on the President of the United States. 

Mr. Parman. Why would it be on the President? 

Mr. Corr. Because the loan is not made by the RFC until the 
President of the United States told the RFC to do it. 

Mr. Parman. He should have done it because he was carrying out 
the intent of the Congress. The intent of Congress was to run a risk 
and encourage people to make prefabricated houses. He was carrying 
out the will of Congress. 

Mr. Corr. If the Lustron Corp. was in the public interest I would 
like to know it. 

Mr. Parman. He was carrying out the will of Congress because 
Congress by specific act gave him that power. 

Mr. Cote. Can you point out a specific act where the Lustron 
Corp. was authorized? 

Mr. Patrman. I know 2 years later we were pressured here, and it 
did not take much pressure. We went ahead and did it. We passed 
an amendment which further encouraged the Lustron Corp., as I 
understand it.’ 

The Cuarrman. I believe that we will have plenty of time to go 
into that. 
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Mr. Coxe. This is directly related to prefabricated housing in 
this bill. 

Mr. Foury. I have just a little more on that subject to complete 
the statement I was just making with regard to the authority under 
title IV relating not to new enterprises in the prefabricated field. 
Such loans as it might be found advisable to make for new enterprises 
in the prefabricated field, as I interpret it, would have to come out 
of the 102 authority to which reference has been made and for which 
there is, as I recall, about $10,000,000 of available loanable funds. 

Mr. McDonovcu. I am reading from a place in your prepared 
statement which you evidently skipped over. 

Mr. Fo.tey. That is, the longer statement which I had provided 
for you earlier? 

Mr. McDonovuenu. Yes. I am referring to page 45 of your state- 
ment which you are covering now, the question of loans for new 
producers of prefabricated houses, in which you state that as you 
interpret title IV of the bill it is intended that any loans for financing 
new producers of prefabricated houses would come out of any uncom- 
mitted loan authorization remaining under section 102 of the Housing 
Act of 1948. That is what you just said. 

Mr. Foury. Yes. 

Mr. McDonovucu. Does this mean that the authorization of the 
funds under the bill we are now considering for new fabricated housing 
will be provided for old fabricated housing producers and funds for 
the new fabricated producers will have to come out of money pro- 
vided in the 1948 bill? 

Mr. Fouiry. Yes. 

Mr. McDonovau. In other words, Lustron would be considered 
an old fabricated producer and we would then be limited in the 
authorization to looking for more competent or more efficient pro- 
ducer of fabricated houses to be provided out of the money which is 
provided in the act of 1948? 

Mr. Fotry. That is true. As I stated, Congressman, the basic 
purpose of title IV is to try to maintain available the existing capacity 
in the prefabricated field and to use the authorizing authority to 
lend to accomplishing that end rather than to bring in new producers 
into the field, since you know section 102 still remains for that 
purpose. 

Mr. McDonovau. The point I am making is that evidently the 
authorization for any new prefabricated housing producer is limited 
to what remains of any authorized funds in the act of 1948, while 
the authorization for the continued production of fabricated houses 
is provided for in this bill, which means that the Lustron Corp. will 
be considered one of the old producers and be given a larger authori- 
zation. 

Mr. Fo.tey. Lustron, Congressman, is not now a producing organi- 
zation. The Lustron operation, as I understand it, and counsel will 
correct me if I am technically wrong about this, is in liquidation. 

The CHarkMAN. You are coming back tomorrow morning, as [ 
understand it, Mr. Foley, and you would like to finish your prepared 
statement. 

Mr. Foury. I have finished my prepared statement, Congressman. 

Mr. Parman. I do not care to interrogate him further at this time, 
Mr. Chairman, but I want Mr. Foley to get up a statement showing 
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us some information about prefabricated housing which is material 
to the consideration of this bill. I want to know what was done under 
the Veterans’ Emergency Housing Act in 1946, what was done about 
encouraging prefabricated housing producers, what benefits were 
given, offered, or held out to producers of prefabricated housing, and 
No. 2, the amendment made later by Congress upon the recommenda- 
tion of this committee, to further encourage the production of pre- 
fabricated housing. Give us a statement on that, Mr. Foley. Will 
you do that? 

Mr. Fouey. Yes; I shall be very glad to furnish any information 
we have. 

I might point out to you that in the longer prepared statement that 
I have had prepared for the members of the committee there is a 
considerable discussion of that subject beginning with page 40 of that 
statement. 

Mr. Parman. I want this specific, and specific further as it applies 
to the Lustron Corp., because this committee is responsible for the 


Lustron Corp. 
JANUARY 1951. 


FEDERAL AIDS TO PREFABRICATED HOUSING 


J. SEVENTY-NINTH CONGRESS—VETERANS’ EMERGENCY Housina Act or 1946 


The Veterans’ Emergency Housing Act of 1946, approved on May 22, 1946, 
contained two provisions under which prefabricated housing was aided. 

One of these provisions, set out in section 1 (a) of the act, reads as follows: 

(a) General assistance 

“The long-term housing shortage and the war have combined to create an 
unprecedented emergency and shortage of housing, particularly for veterans of 
World War II and their families. This requires during the next two years a 
housing-construction program larger than ever before. The first step toward 
such a program is to overcome the serious shortages and bottlenecks with respe ot 
to building materials, to expedite the production of such ma-erials, * * 
and to accelerate the produe tion of houses with preferences for veterans of W oft 
War II and at sales prices or rentals within their means. To carry out this 
program, it is necessary to invest a Housing Expediter with adequate powers, 
including the power to issue policy directives.”’ 

It should be noted that the power granted to the Housing Expediter to issue 
policy directives to other Federal agencies was adopted by the Congress on a 
nonpartisan basis. Thus the bill which was enacted was sponsored by Repre- 
sentative Patman. Similar provisions were contained in a substitute bill pro- 
posed by Representative Wolcott. Representative Wolcott’s measure contained 
the following provisions: 


“TITLE VII--HOUSING EXPEDITER 


“Sec. 701. (a) The Congress declares that an emergency exists wherein there 
are insufficient facilities for housing large segments of the population; that large 
numbers of veterans of the armed forces are returning to civilian life in need of 
housing accommodations which are not available; that it is necessary for the 
health and safety of the people of the Nation that all the facilities of the Gov- 
ernment of the United States be made available and coordinated to obtain a 
maximum amount of housing construction if the public health and safety are to 
be secure; that it is the purpose of this title to expedite the construction of suffi- 
cient housing at fair and equitable prices to relieve distress, suffering, ill health, 
congestion, and inconvenience resulting from the lack of housing facilities and 
the emergency created thereby. 

* * * * * * * 

“(e) The Housing Expediter, in addition to such other functions and powers 
as may be delegated to him by the President, is authorized to— 

“(1) formulate such plans and programs as are necessary to provide for an 
increased supply of housing accommodations of all kinds and, in particular, 
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of homes available for sale or rental at moderate prices to veterans of World 
War II and their immediate families; 

(2) issue such orders, regulations, or directives to other executive agencies 
as may be necessary to provide for the exercise of their powers in a manner 
required by or consistent with the execution of the aforesaid plans and pro- 
grams, and to coordinate the activities of such agencies directed to the execu- 
tion of such plans and programs. Each executive agency shall carry out 
without delay the orders, regulations, or directives of the Housing Expediter, 
and shall, to the extent necessary, consistent with governing statutes, modify 
its operations and procedures from time to time to conform to the directions 
of the Housing Expediter; 

* * * * * * * 

“(d) The executive agencies of the Government shall exercise their emergency 
powers and other powers for the purpose of aiding in the solution of the problems 
created by the existing housing emergency, the alleviation of which is vital to an 
orderly transition from war to peace’ (Congressional Record, March 5, 1946, 
p. 1991 at p. 1992). 

Directory powers under the Veterans’ Emergency Housing Act formed the 
basis for cooperative action between the Housing Agency and such other agencies 
as the War Assets Administration which made surplus plants .vailable to pre- 
fabricated housing manufacturers and the Reconstruction Finance Corporation 
which made loans to such manufacturers under its wartime emergency landing 
powers. These powers, which were contained in section 5 (d) (2) of the Recon- 
struction Finance Corporation Act, are explained below. 


(b) Market guaranties 

The second provision of the Veterans’ Emergency Housing Act of 1946 under 
which assistance was given to prefabricated housing was the market guaranty 
provision contained in section 12. This section permitted the Reconstruction 
Finance Corporation to underwrite or guaranty that purchasers would be avail- 
able for new type building materials and prefabricated houses. Outstanding 
quaranties for prefabricated houses could not at any time exceed 200,000 houses, 
including those purchwsed by the Government pursuant to the guaranty. The 
guaranty could not exceed more than 90 percent of the producer’s standard de- 
livery prices. 

The act did not contemplate that the market guaranties would be made on a 
strict basis of buisness soundness. Instead, it provided that the guaranties should 
be made only if there were a reasonable prospect that the Government would 
either receive a full return or that the net loss to the Government would be sub- 
stantially lower than under any other available method of achieving the necessary 
expansion of production. The legislation thus expressly recognized that losses 
might be necessary in order to carry out its major purpose. In order to minimize 
such losses, the act required the Housing Expediter to maintain a constant review 
of experience, toward the end that the total net cost to the Government would in 
no event exceed 5 percent of the total amount of underwriting or guaranty under- 
taken. Senator Barkley, then the majority leader, in explaining the market 
guaranty provision during the Senate debate, stated that financial risk to the 
Government was involved but that ‘no risk is involved which is not justified by 
the existing need.”’ 

(c) RFC emergency powers 

It should be noted that the extraordinary aids provided under the Veterans’ 
Emergency Housing Act of 1946 were, in effect, a continuation, for veterans’ 
housing purposes, of certain wartime powers. Thus, section 5 (d) (2) of the 
Reconstruction Finance Corporation Act, as it was in effect during World War II, 
authorized the RFC “to make loans to and purchase the obligations of any 
business enterprise, including, when requested by the Secretary of Commerce, 
subscription to the capital stock thereof, for any purpose deemed by the Corpora- 
tion to be advantageous to the national defense.” This section also provided that 
“such loans, purchases, or subscriptions shall be made under such terms and 
conditions and with such maturities as the Corporation may determine.” These 
wartime powers remained in effect through June 29, 1947, having been extended 
by Public Law 656, Seventy-ninth Congress, approved August 7, 1946. A 
number of prefabricated-housing loans were made by the Reconstruction Finance 
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Corporation under the veterans’ emergency housing program pursuant to this 
extremely broad emergency authority. 


(d) Background of legislation 

In evaluating congressional intent with respect to the Housing Expediter’s 
directory powers and market guaranties under the Emergency Housing Act of 
1946 and with respect to RFC emergency lending powers under section 5 (d) (2) of 
the Reconstruction Finance Act, it should be noted that these powers were in- 
tended to supplement other emergency legislation designed to provide veterans’ 
housing during the 2-year period following VE-day. Thus Public Law 87, 
Seventy-ninth Congress, approved June 23, 1945, authorized the Housing Admin- 
istrator to construct temporary veterans’ housing, using public funds. This 
provision was amended by Public Law 292, Seventy-ninth Congress, approved 
December 31, 1945, to permit the Federal Government to expend additional 
funds in converting surplus Federal structures into temporary veterans’ housing 
and to move such structures where necessary and reerect them on other sites. 
The law permitted such structures to be provided on sites owned by cities and other 
political subdivisions and by colleges and universities. Similarly, the Veterans’ 
Emergency Housing Act of 1946 contained provisions whereby Federal funds 
could be expended to provide cash subsidies or premium payments for the manufac- 
ture of building materials. It was in reference to such legislation, involving 
direct expenditure of Federal funds, that a provision was included in the market 
guaranty legislation requiring that market guaranties should be made only if 
there were a reasonable prospect that the Government would either receive a full 
return or that the net cost to the Government would be ‘“‘substantially lower than 
under any other available method of achieving the necessary expansion of 
production.” 


(e) Activity under 1946 act 

In all, 74 companies applied to the RFC for market guaranties under section 
12 of the Veterans’ Emergency Housing Act of 1946. Contracts were signed 
with 20 of these and the applications of the other 54 were rejected. The con- 
tracts guaranteed a market for 61,696 housing units of a planned production (by 
the end of 1947) of 90,956 units. The dollar value of the guaranty was $195,833,- 
000. Approximately 3,000 houses were produced under 20 approved contracts 
and of these close to 2,000 were shipped against order. As a result of this pro- 
gram, there was a net loss to the Government of about $3,000,000, which was 
well within the maximum statutory limitation of 5 percent of the total guaranty. 

In addition to the market guaranties, 22 loans, totaling $37,127,000, were 
approved by the RFC under section 5 (d) (2) of the Reconstruction Finance 
Corporation Act. Of these, 11 which involved the sum of $16,852,000 were 
later canceled; one loan of $350,000 was repaid; four of $915,000 are in liquida- 
tion; and six are still outstanding with a blaance of $19,010,000. (RFC informa- 
tion as of July 31, 1949.) 


Il. Eieutieta Concress—FHA Prerasricatep Loan InsuRANCE UNDER 
Section 609 or THE NATIONAL Hovusina Act 


The Housing and Rent Act of 1947 (Publie Law 129, 80th Cong., approved 
June 30, 1947) amended the National Housing Act by adding a new section 609 
to that act. The new provision was first proposed in H. R. 3203, introduced by 
Representative Wolcott on April 24, 1947. It came to be known as the Sund- 
strom amendment after Representative Sundstrom, Republican Member from 
, New Jersey, who had sponsored the section and who led the debate on it on the 
pfloor of the House. 

In House Report 317, Eightieth Congress, submitted by Representative 
Wolcott on April 26, 1947, the new provision was explained as follows: 

“This section proposes to add a new section 609 to title VI of the National 
Housing Act. 

“By subsection (a), the purpose of this section is stated to be to assist in relieving 
the acute shortage of housing and to promote the production of housing for 
veterans of World War II at moderate prices or rentals within the reasonable 
ability to pay through the application of modern industrial processes. It author- 
izes the Administrator (Federal Housing Commissioner) to insure loans to finance 
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the manufacture of housing (including advances on such loans) when such loans 
are eligible for insurance as provided in the section. 

“Subsection (b) states the conditions which must be met for a loan to be eligible 
for insurance under the section. It provides, among other things, that the loan 
shall involve a principal obligation in an amount not to exceed 90 percent of the 
amount which the Administrator estimates will be the necessary current cost of 
manufacture, exclusive of profit; and that the loan shall have a maturity of not 
more than a year, subject to refinancing and extension for an additional year.” 










Section 609 of the National Housing Act was later amended by the Housing = 
Act of 1948, approved August 10, 1948. This amendment was primarily designed x 






to carry out a recommendation (recommendation No. 8) of the Joint Committee 
on Housing of the Eightieth Congress. The joint committee had recommended q 
that section 609 ‘‘should be broadened to cover financing also during the period a 
from the time the house is completed in the factory until it is erected on the site” : 
(H. Rept. 1564, 80th Cong.). 

Among the legislative materials in the Eightieth Congress which explain the 
intent of section 609 of the National Housing Act, as amended by the Housing a 
Act of 1948, are Senate Report 140, part 2, submitted by Senator Flanders on 3 
April 8, 1948, House Report 2389, submitted by Representative Wolcott on 4 
June 17, 1948, and Senate Document 202, submitted by Senator McCarthy on 
August 7, 1948. 

Under section 609, as amended, the Federal Housing Administration is author- q 
ized to insure loans to manufacturers to finance the production of prefabricated 3 
houses and to insure loans to purchasers of such houses from the manufacturer. : 

Pursuant to the law and regulations thereunder, manufacturer loans may not 
exceed 90 percent of FHA’s estimate of the cost of manufacture, exclusive of Ee 
profit. The maximum maturity is 1 year, but may be extended for not more 4 
than one additional year. The maximum interest rate is 4 percent on outstanding 
principal. The FHA insurance premium charge is 1 percent of the original amount 
of the loan. Such loans must be secured by binding purchase contracts providing 
(a) for the purchase from the manufacturer of the houses to be manufactured, and 
(b) for payment of the purchase price to the manufacturer within 30 days after 3 
delivery, or payment of not less than 20 percent of the purchase price on or before 4 
delivery. In the latter case, the lender must have agreed to discount a promissory a 
note covering the unpaid balance. New purchase contracts may be substituted 
for those covering houses which have been manufactured and sold and for which 
payment has been received by the lender. By utilizing this procedure, a manu- 
facturer may continue production of houses during the term of the loan without 
the necessity of negotiating a new loan each time that delivery of houses under 
the original purchase contract has been completed. 

Purchaser loans that are insurable by FHA, represented by the above-mentioned 
notes to be discounted by the lender, must not exceed 80 percent of the purchase 4 
price, must be payable not later than 180 days after the date of such note, with 
interest not exceeding 4 percent per annum. The FHA-insured premium charge 
on such loans is one-half of 1 percent of the face amount of the discounted note. 
It is required that the loan to the manufacturer and loans to his purchasers on 
discounted insured notes be made by the same lending institution. The borrower 
must have a general credit standing satisfactory to the FHA. 

At present there are manufacturer loans currently insured under section 609 in 
a sum in exeess of $500,000. These loans cover 240 houses. Other loans, totaling 3 
over $1,500,000 and covering 563 houses, have already been paid in full. Two a 
loans now in default total $950,000 on 305 houses. In addition there were 358 x 
purchaser loans covering 358 units in the total amount of $936,622. There were 3 
also six preliminary applications approved for over 2,100 houses in the total sum 
of $4,000,000, and there is one outstanding commitment in the sum of $75,000 a 
to finance 26 houses. Negotiations currently pending and incomplete preliminary a 
applications not yet brought to a conclusion involve an additional 1,300 houses 3 
and the sum of $1,500,000. Only three applications for slightly over $640,000 
covering about 509 houses have been rejected. 






























































Ill. Ergutrernh Conaress—PReEFABRICATED Housing Loans UNbER RFC 
REGULAR Business LOAN AUTHORITY 










Public Law 132, Eightieth Congress, approved June 30, 1947, repealed the 
wartime powers of the RFC and rewrote the Reconstruction Finance Corporation 
Act. In the period from June 30, 1947, to September 7, 1950 (the date when 
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Reorganization Pian 23 transferred prefabricated loan functions to the Housing 
Administrator), the Corporation made a large portion of its prefabricated housing 
loans under the general business loan authority contained in section 4 of its act. 
They are generally known as section 4 (a) loans. Public Law 132, Eightieth 
Congress, provided that such loans may be made only if the financial assistance 
is not otherwise available on reasonable terms and if they are of such sound value 
or so secured as reasonably to assure retirement or repayment. An amendment, 
approved May 25, 1948, also provided for maximum 10-year maturities. Loans 
under this provision were, wherever possible, made in participation with banks or 
other lending institutions. 

A detailed statement of RFC prefabricated housing loans under section 4 (a) is 
not included here because RFC information does not segregate prefabricated 
housing loans made under its general business loan authority from conventional 
housing construction loans made under such authority. 


IV. ErigutretH CoNGREsS—PREFABRICATED Hovustna Loans UNpbER SEctTIon 
102 or THE Hovwsine Act or 1948 


The Housing Act of 1948 (Public Law 901, 80th Cong., approved August 10, 
1948) contained a provision which permitted the Reconstruction Finance Copora- 
tion to make prefabricated housing loans which would involve a measure of 
financial risk greater than that contemplated under the RFC’s regular lending 
authority. This new provision was contained in section 102 of the Housing Act 
of 1948, and the loans are therefore generally known as section 102 loans. This 
lending authority was transferred to the Housing Administrator, effective Sep- 
tember 7, 1950, by Reorganization Plan 23 of 1950. 

Congressional intent with respect to financial risk under section 102 is revealed 
in a number of legislative documents of the Eightieth Congress. In a report of 
a subcommittee of the Joint Committee on Housing (H. Doc.No. 647, 80th Cong.), 
submitted January 12, 1948, Senator Flanders made the following observations 
and recommendations with respect to prefabricated housing: 

“The chief obstacle facing companies today is their need for substantial working 
capital and financing for their large production operations as well as financing for 
purchases by dealers and consumers. Lenders’ confidence in the new industry is 
weak while dealers have difficulty in paying for a factory-made house in ad- 
vance” (p. 9). 

“The house-building industry needs to be reorganized and put on a modern 
industrial basis. Congress should make every effort to encourage large-scale 
site construction and factory production of houses. This is one of the basic 
solutions I find to the excessively high costs prevailing in the industry. It 
would tend to stabilize the industry and eliminate restrictive practices which have 
been the result of the uncertainty in the industry” (p. 12). 

“The complex factors which have prevented the industry from reaching its full 
physical capacity to produce are analyzed in some detail below. In summary, 
they include but are not limited to: * * *; (8) difficulties in securing ade- 
quate credit”? (p. 152). 

“HHFA advises that the average prefabricator of house packages borrows 
money for capital plant investment and for working capital from the bank in his 
localcommunity. Lenders regard this type of business as relatively risky, partly 
because it is novel, and partly perhaps because it competes more often than not 
with other enterprises in the local building supply field which are substantia! and 
of proved soundness”’ (p. 154). 

“Lenders’ confidence in the industry is weak because its prospects of materials 
procurement are also uneertain. Sales and materials procurement are uncertain 
in part because the industry does not command substantial credit, say HHFA. 
This vicious circle is one that must be broken if progress is to be made. Members 
of the industry individually and through their trade associations are using per- 
suasive measures to establish confidence in their prospects. Other measures now 
underway are mentioned hereafter’ (p. 158). 

“Fortune recommends that for an experimental period the Government might 
provide capital for new ventures in house building. The common denominator 
of the two big builders on the east coast was their extraordinary need for cash, 
and the Bank of America has been an instrumental force in opening the way for 
large-scale operations in California. The investment in plant and inventories is 
especially heavy for an approach in industrialized housing. The reluctance of 
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most banks to finance such risky pioneering is understandable. The proposal 
is that $50,000,000 of RFC funds be ticketed for 5-year experiment in financing 
house builders who have a good reputation and a new idea, but who lack the money 
to go ahead. Fortune adds that whoever is put in charge of these loans should be 
told that his reputation depends not on getting the money back, but on getting 
100 good men with at least 20 new ideas in successful operation by 1953” (p. 182). 

Subséquently, on March 15, 1948, in its final majority report (H. Rep. No. 
1564, 80th Cong.), the Joint Committee on Housing made the following report 
and recommendations: 

“‘As Senator Flanders has indicated in his report, the ideal time for introducing 
power machinery and other labor-saving devices with a minimum of technological 
unemployment is when demand vastly exceeds supply. He recommends that, 
through loans or insurance, the Congress should encourage builders to modernize 
their techniques now and facilitate the entrance into house building of those who 
are able and willing to break new industrial paths. Toward that end, the com- 
mittee feels that additional production aids should be provided, and that con- 
sideration should also be given to providing aid in financing plants, machinery, 
and equipment for large-scale housing construction (p. 23). 

“9. The Reconstruction Finance Corporation should be given specific authority 
to make loans for financing the acquisition of plants, machinery, and equipment 
to be used in connection with the construction of large-scale housing develop- 
ments and where such plant, machinery, or equipment will assist in the production 
of housing to be sold or rented at lower prices” (p. 3). 

On April 8, 1948, the Senate Committee on Banking and Currency filed a 
supplemental report to accompany 8. 866, Eightieth Congress (S. Rept. No. 140, 
pt. 2), giving effect to the recommendations of the Joint Committee on Housing. 
Thus, Joint Committee Recommendation No. 9 (supra), was quoted in full at 
page 15 of Senate Report No. 140, part 2, and the recommendation was incorpo- 
rated in title I of S. 866 as section 102. 

This provision was later enacted as section 102 of the Housing Act of 1948. 
The provision differs from the general business loan authority of the RFC (which 
it was intended to supplement) in that it omits major provisions which were 
designed to assure repayment in the case of prefabricated housing loans made 
under the RFC’s general business loan authority. Thus section 4 of the Recon- 
struction Finance Corporation Act provides that loans made under that section 
“shall be of such sound value or so secured as reasonably to assure retirement or 
repayment.’ Section 4 also provides for 10-year maximum maturities in most 
cases. Section 102, on the other hand, omits these safeguards. The Comptroller 
General, in an RFC audit report submitted on July 11, 1950, to the Speaker of 
the House of Representatives, explained this omission as follows; 

“The Corporation’s legal authority to make loans to and purchase the obliga- 
tions of business enterprises for the purpose of providing financial assistance for 
the production of prefabricated houses or prefabricated housing components, or for 
large-scale modernized site construction, does not contain the requirement (ap- 
plicable to other business loans) that such loans or purchases be so secured as 
reasonably to assure repayment. The objective of the program is to obtain com- 
pleted housing units, and to further that objective loans and purchases may be 
made under such terms and conditions and with such maturities as the Corporation 
may determine.’’ (p. 25). 

The annual report of the RFC for the fiscal year ending June 30, 1950, states 
that most of the loans authorized by the Corporation under section 102 were for the 
production of prefabricated houses, as contrasted with loans for large-scale mod- 
ernized site construction. The report also contains the following information: 

“Through June 30, 1950, 33 loans had been authorized to 26 borrowers under 
this authority (sec. 102); the total amount of these authorizations was $43,214,613, 
including $325,000 taken by banks in participation loans. The largest single re- 
cipient of loans under this authority was the Lustron Corp., for $12,000,000 (the 
remaining commitments to this corporation were made under other authorities). 
In addition, a number of loans for similar purposes were authorized under the 
Corporation’s regular lending authority. A summary of the Corporation’s lend- 
ing experience under the authority cited is given in the accompanying table. 
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_ Large-scale 
Prefabricated)? Tefabricated modernized 
Total honed housing -ypagie 
ousing oom site con- 
ponents | struction 
Number of loans authorized_--..-..........--- 33 24 2 7 
Amount autherised.....:.....................- $43, 214, 613 $33, 553, 113 $925, 000 $8, 736, 500 
Canceled before disbursement_-_--.............- 2, 297, 000 , 707, 175, 000 15, 000 
Uncanceled authorizations. -_-.-................- 40, 917, 613 31, 846, 113 750, 000 8, 321, 500 
Wisi rlireceecwennndannecvescnnesescins 14, 004, 531 , 033, 682 695, 000 4, 275, 849 
pS ENTER Rah a ee 26,913,082 | 22, §12, 431 55, 000 4, 045, 651 
pT ce aay yg Ba CS eal Gee Nee apese oaleeey 592, 846 Os CRE re 55, 
Foreclosure (Lustron Corp.)-.-....-.-----.----- 12, 000, 000 | | SE ON eee 
Outstanding balance, June 30, 1950____._.._.__. 14, 320, 236 10, 274, 585 55, 000 3, 990, 651 
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Includes banks’ share of participation loans. 
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Mr. Fotry. We will obtain that information from RFC who 
handled it. 

Mr. Fotry. May I return to the question you posed now, Con- 
gressman? 

Mr. McDonoveu. Yes. 

Mr. Fouery. I think I could say positively at this time that Lustron 
would not be eligible under the provisions of this bill, because Lustron 
is in liquidation. 

Mr. McDonoveu. But under the previous organization it could be 
reactivated. 

Mr. Fotry. It could be reactivated, set up again. 

Mr. McDonoveu. And it will be considered a new corporation? 

Mr. Foury. It would be considered a new corporation and would 
be limited to the provisions of section 102. 

Mr. McDonovueu. Would you be the party who would have to 
determine whether it is a new corporation or not? 

Mr. Foury. Yes. 

Mr. McDonoveu. And your inclination now is to think that if the 
Lustron Corp. were reactivated it would be considered a new pre- 
fabricating producer, and then be subject to what remains of any 
authorized funds under the 1948 act? 

Mr. Fotry. That is how I see it with my present knowledge of it. 

The CuarrMan. Mr. Foley, have the affairs of the Lustron Corp. 
been wound up? 

Mr. Fotery. It is now in bankruptcy. 

Mr. Firzpatricx. There are bankruptcy proceedings now pending 
in the Chicago court which are not yet concluded. 

Mr. Brown. Just because the Lustron Corp.’s building of pre- 
fabricated houses was not satisfactory to some people, the whole 
field of this type of construction should not be assailed. I have some 
constituents down in my district who have built more houses than 
anybody in the Southeast. They build both this type of house and 
other types of houses, and they give complete satisfaction, and the 
Government has not lost a dime on them. In fact, the Government 
lias made money on them. They are doing a big business. We do 
not have in this bill enough of that type of housing. 

Mr. Fouey. As you point out to the committee the concern that 
you mention has been assisted under section 102. It is an activity 
which has been transferred to our Agency, and I believe our experience 
with it has been satisfactory. 

Mr. Firzparrick. Yes, very satisfactory. 

Mr. Brown. They built houses when we could not get anybody 
else to build them, and they built them in several States down there, 
and I have my first complaint to hear about the Knox Corp. They 
are good business people, honest, intelligent, and honorable. 

Mr. Fouey. Mr. Chairman, there is one further title of the bill, 
title V, which consists of amendments to previous legislation. Most 
of those provisions are technical. One of them may be of particular 
interest to the committee, and it has to do with title VII of the 
National Housing Act. 

Another one of them would extend the authorization of Title VII, 
the so-called Wherry Act, to the Atomic Energy Commission so that 
it might be used by them the same as it is used by the military. 
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We will be glad to discuss any of the amendments that you would 
like to have us discuss, but I did not think it was necessary to review 
them all for you. They are covered rather fully in my longer pre- 
pared statement that the members of the committee have. 

Mr. Tauxie. Mr. Chairman. 

The CuarrMan. Mr. Talle. 

Mr. Tauuie. Returning again, Mr. Foley, after a considerable 
pause, to what I was asking about earlier, a definition of defense 
housing, what does that include? 

Mr. Foury. As I understand the purport of your question, Con- 
gressman, I would conclude that defense housing, as intended in this 
bill. is housing which is found necessary for the purpose of taking care 
of defense workers who are needed in the defense mobilization. 

Mr. Tae. I suppose then we will have to define defense workers 
also. 

Mr. Foury. Yes, the definition of defense workers will have to 
result, as it did result at various times administratively, in the World 
War situation. Generally speaking, I think, however, that the 
definition is rather obvious where there are skills needed to carry out 
the defense project that is involved. 

(The following information was submitted by Mr. Foley:) 


DESIGNATION OF DEFENSE AND WAR WORKERS FOR PURPOSES OF OCCUPANCY 
IN WorLp War II Hovusina 


During the war period, priority assistance was generally given only to housing 
in defense areas and limitations were placed upon the occupancy of new housing 
construction, whether public or private, built with priority assistance. In this 
connection, the National Housing Agency issued regulations governing the 
eligibility for occupancy of such war housing. There is attached a copy of Na- 
tional Housing Agency General Order No. 60-1B on this subject. In the defense 
period and the early phases of the war, some housing had been programed by the 
Federal Government for families of military personnel. However, as will be noted 
from the attached order, all later housing (both private housing and Government- 
owned housing) was programed for, and preference in all war housing was given to, 
indispensable in-migrant civilian war workers as defined in the order. The 
housing subject to this order included all privately financed housing and Lanham 
Act war housing built by the Federal Government. The statutory definition of 
‘“‘persons engaged in national defense activities,’ as contained in the Lanham Act, 
is set forth below. 

Locality lists prepared in conjunction with the War Manpower Commission 
for individual defense localities were issued by the regional offices of the National 
Housing Agency designating specific war plants or activities the employees of 
which were eligible for occupancy in war housing. In some cases all emplovees 
of the designated plants or activities who came into the locality after a specified 
date could be admitted to occupancy. In other cases, only certain categories 
of such employees could be admitted. From the attached order it will be noted 
that employees of firms engaged in essential transportation, power and tool and 
equipment production and food processing industries were considered war workers 
as well as employees of plants producing essential war materials and articles. 
Certain civilian employees of Federal war agencies were also considered war 
workers for the purpose of admission to war housing. 

In addition to these war workers, a certain number of persons engaged in 
designated essential collateral services required to be brought into the locality 
could usually also be admitted to occupancy of war housing. In-migrant em- 
ployvees engaged in fire and police protection activities, doctors, nurses, and school 
teachers were normally included in this category. 

As will be noted from the National Housing Agency order, civilian employees 
of the Federal Government not working in war plants or military installations 
were not eligible for admission to war housing developed under the Lanham Act 
(except in or near the District of Columbia) or under the Supplemental National 
Defense Appropriation Act, 1941, because of the limitations in those statutes. 





58 DEFENSE HOUSING AND COMMUNITY FACILITIES 


Thus it will be seen that the specific definition of the terms ‘defense worker” 
or ‘‘war worker” for each locality was determined administratively in the light 
of the particular defense or war needs of that locality. 


HOUSING UNDER THE LANHAM ACT 


The Lanham Act, under which most of the Government-owned defense and 
war housing was provided prior to and during World War II, defined the term 
“Dersons engaged in national defense activities’? (used in that act to describe the 
persons for whom housing would be furnished thereunder) as including the follow- 
ing: 

**(1) enlisted men in the naval or military services of the United States; (2) em- 
ployees of the United States in the Navy and War Departments assigned to duty 
at naval or military reservations, posts, or bases; (8) workers engaged or to be 
engaged in industries connected with and essential to the national defense; (4) 
officers of the Army and Marine Corps not above the grade of captain, and efficers 
of the Navy and Coast Guard, not above the grade of lieutenant, senior grade, 
assigned to duty at naval or military reservations, posts, or bases, or to duty at 
defense industries. * ts 

While some of the early housing under this act was provided for military per- 
sonnel, beginning shortly after the commencement of the war, housing under the 
act was programed thereafter solely for indispensable in-migrant civilian war 
workers. ‘Title 1V of the Lanham Act specifically authorized provision of hous- 
ing in or near the District of Columbia for essential defense employees of the 
Government. 


OPERATING MANUAL, NATIONAL HOUSING AGENCY, OFFICE OF 
THE ADMINISTRATOR 


NHA GENERAL OrvER No. 60-1B (Supersepes NHA GENERAL OrpER 60-1A 
WuHIcH SHOULD BE DESTROYED) 


Approved: May 1, 1943. 
Effective: May 1, 1943. 
Joun B. BLANnprorp, Jr., 
Administrator. 


ORIGINAL FILED IN OFFICE OF DIRECTOR, ADMINISTRATIVE RELATIONS DIVISION 


Subject: Public Regulation—Eligibility for Occupancy of War Housing (private 
and public). 

(Applies to all employees of the National Housing Agency and to all persons ~* 
engaged in the management of public or private housing reserved for war 
workers.) 

SECTION 1. GENERAL POLICY 


.01. The National Housing Agency is responsible for the proper occupancy of 
war housing under its contro] and for the adoption of regulations assuring the 
reservation of war housing for indispensable in-migrant civilian war workers. 

.02 The statement of policy issued jointly by the War Production Board and 
the National Housing Agency on April 15, 1942, established that the National 
Housing Agency would provide housing only for war workers whose in-migration 
from beyond the distance of feasible transportation into localities of intensive 
war production activity is indispensable to augment the local labor supply to the 
extent necessary for securing maximum practicable war production. By the 
Directive of July 16, 1942, the War Department, the Navy Department, and the 
National Housing Agency have agreed further that the NHA shall program hous- 
ing only for indispensable in-migrant civilian war workers, and that with respect 
to housing already programmed preference shall be given to such workers.* 

.03 For the purpose of carrying out the general policy indicated above, the 
following definitions are necessary to determine “indispensable in-migrant civilian 
war workers.”’ The application of these definitions shal! be subject to such regu- 
lations respecting preferences as may hereafter be adopted. 

*In the District of Columbia, however, in-migrant enlisted men and officers of the Army and Navy 


shall be eligible except that, in projects under the Lanham Act, P. A. No. 671 and P. A. No. 781, officers 
above the rank of captain in the Army and lieutenant senior grade in the Navy shall not be eligible. 
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SECTION 2, DEFINITION OF CIVILIAN WAR WORKER 


.01 Civilian war workers, in addition to qualifying as ‘indispensable in- 
migrants” according to sections 3 and 4 below, are those falling within one of the 
following classifications: 

1. Civilian workers employed in plants, establishments, or other units 
which are included on a Locality List (prepared for each defense housing 
critical area by the NHA Regional Representative with the advice of a 
designated representative of the War Manpower Commission) because they 
are engaged primarily in the following essential war activities: 

(a) Production, mining, or fabrication of materials or products used 
exclusively or almost exclusively by the Armed Forces and the merchant 
marine (not including articles used also by civilians such as clothing, 
shoes, soap, ete.), and production, mining, fabrication or processing 
of materials or products going into or essential to the production or 
fabrication of such materials or products; 

(b) Transportation where it is vitally necessary to the transport of 
war materials or products, war workers, or the Armed Forces; 

(c) Power production where it is vitally necessary for (a), (b), (d), 
or (e); 

(d) Production or repair of equipment, machinery, and tools needed 
for the foregoing activities; 

(e) Processing of food and other activities in food industries. 

Construction workers shall not be eligible for war housing unless they are 
engaged in construction needed for the foregoing activities and (except for 
existing structures and trailers) unless the prospect is that they will be 
stationed in the locality for the duration of the emergency as ‘‘civilian 
war workers.” 

2. Civilian employees of the United States in the following categories: 

(a) Persons working in (though not necessarily employed by) plants, 
establishments, or units included on the Locality List specified under 1 
above; 

(b) Employees of the Navy or War Department assigned to duty at 
naval or military reservations, posts, or bases which also are included 
on the Locality List specified under 1 above; 

(ec) Employees of Federal agencies in classes 1, 2, 3, and 4, of the 
“Priority Classification of Executive Departments and Agencies’’ issued 
by the Bureau of the Budget on September 25, 1942, who are adminis- 
tratively determined hereby to be engaged in work essential to national 
defense. (Employees in this category are not eligible for occupancy as 
civilian war workers in projects developed under Title I of the Lanham 
Act or P. A. No. 781.) 

3. Civilian workers (including employees of the United States) engaged 
in services performed within a defense housing critical area and necessary to 
the health and safety of “civilian war workers’ in that area: Provided, that 
the NHA Regional Representative and a designated representative of the 
War Manpower Commission deem in-migration into the area indispensable 
to furnishing such services and on that basis includes such services on the 
Locality List specified under 1 above. These services may include water, 
sewage, and public utility services; medical, dental, and public health serv- 
ices; fire and police protection; educational services; and in exceptional 
circumstances food distribution and essential neighborhood service trades. 


SECTION 3. DEFINITION OF IN-MICGCRANT CIVILIAN WAR WORKER 


.01. In-migrant civilian war workers, in addition to qualifying as “civilian war 
workers”’ and as “indispensable” according to sections 2 and 4, must fall within 
one of the following classifications: 

1. A civilian war worker whose present or most recent residence is beyond 
practicable daily commuting distance from his place of work; 

2. A civilian war worker who is a family head whose family is housed 
separately from him at a home beyond practicable daily commuting dis- 
tance from his place of employment and who finds it necessary to bring his 
family to live with him; 

3. A civilian war worker who, subsequent to July 1, 1941 (or such later 
date as is fixed by the Regional Representative of the NHA for the locality 
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involved), has come into the locality or has brought in his family from a 
former home bevond practicable daily commuting distance, and who now 
has to live under temporary or makeshift conditions so intolerable as to 
impair his efficiency. 

.02 A civilian war worker who cannot find other suitable living conditions 
when forced to move from his dwelling because it is to be demolished or con- 
verted to other use or the possession thereof recovered by the lessor in a manner 
permitted by the regulations issued by the Administrator of the OPA, shall be 
considered in the same category as an in-migrant. 

.03 “Practicable daily commuting distance’ shall mean a distance within 
which it is possible to commute daily to the place of employment by established 
common carrier or by private transportation available to the worker with a cost 
to the war worker of not more than 50¢ per round trip and with normal traveling 
time of not more than three hours per round trip, unless the Regional Represen- 
tative of the NHA shall have fixed other costs or time for the locality. 


SECTION 4. DEFINITION OF INDISPENSABLE IN-MIGRANT CIVILIAN WAR WORKER 


.01 The term “indispensable in-migrant civilian war worker” shall include only 
those “in-migrant civilian war workers,”’ qualified according to sections 2 and 3 
above, whose in-migration into an area is absolutely necessary to the war effort. 
The War Manpower Commission shall furnish lists for the various areas, indi- 
cating whether or not for various occupations there are such shortages of labor as 
to justfy in-migration. The War Manpower Commission will not regard a shortage 
of labor justifying in-migration to exist unless every reasonable effort has been 
made to meet labor requirements by use of local labor and by other practicable 
alternatives. No war housing shall be reserved for any civilian war worker who 
in-migrates to an area subsequent to a determination by the War Manpower Com- 
mission that no such shortage of labor exists in the area with respect to the occu- 
pation to which he belongs. 


SECTION 5. FIELD INTERPRETATION 


.01. NHA Regional personnel shall consult and advise with a designated 
representative of the War Manpower Commission in interpreting these definitions 
in borderline cases arising out of special local conditions. Through such consul- 
tation most boiderline cases can be handled in the field. Interpretations which 
would amount to amendment shall be referred to the Office of the Administrator. 

Mr. Tauux. Now, it is said by very many that food will win the 
war. Would defense housing include workers who produce food? 

Mr. Forey. It could apply, Mr. Fitzpatrick suggests, to processing 
plants with respect to food, for example. 

I think I might develop a theme that we have in mind a little 
further, Congressman, by pointing out that which I did not mention 
in my statement this morning, except in passing. Any use made of 
the defense housing provisions of this bill in title I and title II would 
follow a determination made by the President that the use of it was 
necessary and a programing for the particular area or project that had 
been done by the Office of the Administrator. This would require 
a determination that in that area a certain number of houses of certain 
types were needed, and then an examination on the scene of the 
possibilities of meeting that need without making use of the special 
authorizations, such as, for instance, through greater use of the exist- 
ing inventory or through a relaxation of credit curbs and then the 
possibilities that would develop from the use of title 1X as here pro- 
posed, and then after the exhaustion of those possibilities by a canvass 
of the further question of making use of title IT. 

I think I did not say this this morning, although it is made very 
clear in the bill and in the longer statement that you have, that under 
title I, the insured mortgage provision, while it would be the practice 
to apply that both to detached one- and two-family houses of rental 
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types and multiple family types of houses, yet the purpose would be 
to require even the one- or two-family houses to be built for rent to 
necessary defense workers or military workers for such period of time 
as the situation might require rather than building them for immedi- 
ate sale. 

Mr. Tautuz. Does your Agency have an inventory of existing de- 
fense housing units? 

Mr. Fouey. Yes, sir; we do have. 

Mr. Tautue. By that I mean the housing units that were built dur- 
ing World War II? 

Mr. Fouey. Yes, sir; we have a very complete inventory of them 
and a reasonably up-to-date knowledge of their status and condition. 

Mr. Tauue. Do you recall when the Congress first degan to pro- 
vide defense housing in World War II? 

Mr. Foury. It was in October of 1940, I believe. 

Mr. Tauue. And the inventory, then, includes those in such areas 
as Seattle, Bremerton, Portland, Vancouver, the San Francisco area, 
and San Diego, as well as the Middle West and the eastern seaboard? 

Mr. Fouey. Yes; all that exists, which is still under our control. 
Some of it has been disposed of in spite of difficulty, as you know. 

Mr. Tatu. Then the situation now is not like the situation in 
1940. We started from scratch then. 

Mr. Forey. The remaining inventory of our housing both tempo- 
rary and permanent which is still in use may well prove to be very 
useful in a defense program except, of course, that 1t would only be- 
come available upon turn-over unless some very drastic policy of 
eviction might be formulated which would be very unhappy, I think, 
unless it was absolutely necessary. 

A further point that I think I should mention to you this morning 
and which I have made fully in my statement, and which I think I 
am entirely authorized to mention, is that the approach by the de- 
fense authorities is to try to place installations or contracts which 
will call for defense labor in those areas where manpower already 
exists, if possible, rather than to place them where a large in-migra- 
tion of workers would become necessary. As you know, gentlemen, 
we had a tremendous amount of in-migration of labor in World War 
II for defense purposes. 

Mr. Tautue. Does your inventory also show the condition of the 
housing? 

Mr. Fouey. Yes; and as I said earlier it gives us a reasonably good 
picture of the current condition of all of it, but if we do not have it 
exactly the facts are readily obtainable through our organization. 

Mr. Tauue. I understand, then, that many of those units are occu- 
pied by people who are not now engaged in defense work? 

Mr. Founy. That is true. The defense contracts have probably 
not yet been placed generally. I would think, assuming the dis- 
tribution of defense contracts somewhat on the pattern of those in 
World War II, that many of the persons who are now engaged in what 
we might call civilian production, as distinguished from defense 
production, now occupying those houses would become part of the 
defense labor force by transfer of the activities of their plants to those 
which are engaged in defense production. 

Mr. Tatts. Does the bill before us contemplate the repair of 
currently used defense housing or existing defense housing? 
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Mr. Fouey. I think that we already have that authority under the 
Lanham Act, and that we would not require new authority here. 

Mr. Tatie. Would the bill contemplate the conversion of the 
temporary defense housing now existing into permanent housing? 

Mr. Fo.ey. The temporary housing, by and large, is probably not 
susceptible to such conversion, Congressman, for a variety of reasons, 
one of them being the status of the site, title, and ownership, together 
with the fact that it was not designed basically for permanent use, 
and probably an attempt to convert it into permanent use, in many 
cases, would be an unwisely expensive operation. 

Mr. Tauie. Yes; I agree with you. I have seen a good deal of it. 

In your prepared statement you stated, I believe, that construction 
would proceed through private industry, if possible. 

Mr. Fouey. Yes, sir; that is correct. 

Mr. Tauie. Now, the determination as to whether it would be 
possible or not would lodge in whom? 

Mr. Fouery. It would rest with the Administrator finally. In the 
programing process that is contemplated, as I explained in my long 
statement, the approach that we would make would depend on how 
much could be provided by private industry. Let me say again that 
it will be on the basis that we have a number of times used successfully 
in other housing undertakings, namely, close cooperation and coordi- 
nation with all elements of the building industry not just the builders 
on the local scene. 

Mr. Tauue. The cost under the bill is an estimate, is it not? 

Mr. Fouey. The cost limitation in the bill? 

Mr. Tauue. Yes. 

Mr. Foutey. Was your question that that was an estimate? 

Mr. Tauue. Yes. 

Mr. Foxery. If it is passed as it is in the bill it would be a ceiling 
for the housing provided under Title II. 

Mr. Tauuie. And as to the entire cost contemplated in the bill, 
is that also an estimate? 

Mr. Fouey. We have not estimated the cost of title II in the bill. 
There is no estimate of cost as to title II in the bill, Congressman. 
If you are referring to the $3,000,000,000 authorization 

Mr. Tatue. Yes, I am. 

Mr. Founy. That is our best estimate of what is going to be needed 
in authorizations for the combined insurance operations under FHA: 
All of its current and all of its proposed activities under title IX. 
That figure does not relate to what might be the cost of the provision 
of housing under title Il. The best answer I can give you there, as 
I recall it, and my people will correct me if I am wrong, is that the 
President’s budget contemplates a figure of $125,000,000, I believe, 
for the purpose of title II, is that correct? 

Mr. Firzparrick. Yes. 

Mr. Foury. Which includes both housing and community facilities 
and is, of course, again an estimate. Experience has indicated in 
the past that it may be entirely necessary to ask for more as the need 
develops. 

Mr. Tae. I assume that the cost of auxiliary services is something 
that you can estimate only very feebly. 

Mr. Fouiwy. You can estimate those things, ary aI only as 
you find out what is going to be needed, and as I have pointed out, 
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it is not possible now to say even in how many communities the 
defense impact will have to be met through these provisions. 

Mr. Tatts. And that you may probably have to use eminent 
domain to get done what you want to do? 

Mr. Fotny. That is provided for. 

Mr. Tatuie. What do you mean in connection with the use of the 
term, ‘‘economic soundness’’? 

Mr. Fotrey. Economic soundness is the basic standard as to the 
insurance risk applied in connection with the regular FHA insurance 
where the Commissioner may insure up to certain ratios of loan to 
value which are stipulated by Congress in the National Housing Act. 
He must find that the risk is an economically sound one. What I 
said this morning refers to title IX, which this bill would add to the 
act. If it were necessary to make a finding of economic soundness 
in connection with certain defense housing projects it might become 
necessary to rule them out for mortgage insurance because the future 
market for them is uncertain and cannot be determined with as 
much assurance as ordinarily can be done. 

This bill, therefore, instead of requiring a finding of economic 
soundness would permit the Commissioner to insure mortgages up 
to the ratios provided and on the formula provided in the bill, if he 
can find that the risk is reasonably acceptable to the Commissioner 
in view of the defense needs of the country. 

Mr. Tauur. Who has the real power under the terms of this bill? 

Mr. Fo,ey. You mean with respect to that last subject we discussed? 

Mr. Tatur. No, with respect to everything in the bill, who has the 
real power? 

Mr. Fotry. The power or special authorities conveyed in title II 
and in title III would be in the Administrator subject to a finding 
that their use was necessary when given to us by the President. In 
title I for the insuring of mortgages, subject to such a finding by the 
President and to the programing authority in the Administrator, the 
power, would rest in FHA Commissioner. { 

Mr. Tauue. In other words, then, the real power under this bill 
would lie in the hands of the President? 

Mr. Foutny. Yes; the real power would lie in the hands of the 
President, because he would determine when and where any of the 
powers should be used. 

Mr. Tatue. How is it proposed that the money shall be raised, 
the $3,000,000,000 and whatever additional is required? 

Mr. Foury. The $3,000,000,000 is an authorization to incur mort- 
gage insurance risk, exactly the same as the authorizations that 
Congress has for the last 16 years from time to time been authorizing 
and increasing. It is not an appropriation. 

The expenditures that would be required under title II would be 
by direct appropriation of the Congress, and appropriations would 
have to be made therefor. 

Under title III the bill suggests an authorization to appropriate 
up to $10,000,000. Under title IV the bill suggests an authorization 
to appropriate up to $15,000,000. Both the $15,000,000 item and 
the $10,000,000 item would be in the nature of revolving funds. 

Mr. Tatie. Appropriations are, of course, the responsibility of the 
taxpayers. 

Mr. Foxrey. Yes; that is correct. 

Mr. Taute. Including you and me. 
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Mr. Fotey. Particularly me. 

Mr. Tatue. Yes. 

Mr. Foxey. In my point of view. 

Mr. Tate. What is the obligation of the taxpayer under this bill, 
outside of appropriations? 

Mr. Fouey. I am afraid I do not get what you mean. Would 
you elaborate it a little bit? : 

Mr. Tauie. We agree that appropriations are the responsibility 
of the taxpayers. Now, what other responsibilities in this bill would 
rest upon the taxpayers? 

Mr. Fo.ey. Well, of course, our responsibility and of the citizenry 
as a whole in connection with the emergencies arising out of the situ- 
ation the Nation now confronts. There are particular responsibilities 
that might fall upon individual communities in defense areas which 
I think would run the whole gamut of attempting to assist locally in 
the provision of the housing that is necessary for defense or in the 
provision of community facilities and seryices required to meet the 
purpose, carrying some additional burden in local taxation to take 
care of it. 

Mr. Tate. In other words the Federal Government would pay 
subsidies to local communities whenever or wherever defense plants 
might require something extra in the way of schools and what not? 

Mr. Fotxry. This bill would give authority to grant such assistance 
only to the extent services are made necessary by the defense impact, 
and not to the extent of conveniences that otherwise the community 
would, or should provide for itself. 

Mr. Tauuiz. Mr. Foley, will your Agency provide for our record 
here an inventory of the existing defense housing? 

Mr. Foury. Yes, sir; we shall be very glad to do that. 

Mr. Tauux. And if a word could be added on the condition of that 
defense housing it would be well, and a rough estimate of how many 
people live in that housing who are not engaged in defense work. 

Mr. Fotry. I think it would be a bit difficult to give you that last 
one at this point, Mr. Talle. 

Mr. Tate. Yes, perhaps so. 

Mr. Fo.xy. But I think as to the rest of it we can provide it, as I 
think we have all of the information that is necessary. 

(The information requested is as follows:) 


MATERIAL ON THE INVENTORY, OccuPANCY, AND CoNnpDITION oF War HovsIna 
REQUESTED BY CONGRESSMAN TALLE AT HEARINGS BEFORE THE HousE 
BANKING AND CURRENCY COMMITTEE ON H. R. 1272 


INVENTORY OF PUBLIC WAR HOUSING 


As of December 31, 1950, public war housing under the management of the 
Public Housing Administration was as follows: 





Number of units 





Total Active Inactive 





Permanent housing 118, 219 118, 036 1183 
Temporary housing 177, 868 159, 716 18, 152 


296, 087 277, 752 18, 335 

















1 Represents 1 permanent dormitory of 180 units and 3 units in process of disposition. 
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The 18,152 temporary units not in active management will be reopened if 
needed in the defense program. ‘Two hundred and seventy units in five different 
localities have already been reactivated for defense use. 

The total publicly financed war housing programs, consisting of 864,000 units 
started, were under the management of the following agencies as of June 30, 1946: 


‘War Department 

Navy Department 
Maritime Commission 
Office of Defense Plants 
Other agencies 


Federal Public Housing Administration: 
United States Housing Act program 
Defense Homes Corporation 
Homes conversion program 


In addition to the 596,000 units shown in the table above, approximately 32,000 
units were transferred to (F) PHA from other Federal agencies. The status of 
these 628,000 units constructed under Lanham and related acts, as of December 31, 
1950, is shown below: 





Permanent | Temporary ! 





Total responsibility 181, 956 445, 727 





Removed from workload, total 63, 737 267, S59 





99, 421 


606 
35, 634 
4, 894 


Transfer to other agencies_................-.--.----.------ 
Demolition 


8, 480 , 
211,901 80 11, 821 
296, 087 118, 219 177, 868 


277, 752 118, 036 159, 716 
18, 335 3183 18, 152 




















1 Includes all trailer park, trailer family, and trailer dormitory accommodations. 

3 Includes 8,001 deprogramed trailer park accommodations; 493 units used for experimental projects; 
2,051 incomplete units for which construction contracts were terminated and in many cases existing con- 
struction was accepted by contractors as settlement for work done; and 1,356 units removed by such miscel- 
laneous Maps as conversion to nondwelling use, remodeling, deterioration, donation, etc. 

3 Includes one permanent dormitory project of 180 units and 3 permanent family units in process of dis- 


position. 
OCCUPANCY OF PUBLIC WAR HOUSING 


Data on occupancy of war housing has most recently been compiled as of 
ee 30, 1950. The percent of active units occupied is as follows: 
ype: 
Permanent family dwellings 
Temporary family dwellings 
Dormitories 


During 1950 the monthly turn-over of tenants in family dwellings amounted to 
less than three per hundred occupied units. In dormitories the rate was about 
ll ed hundred accommodations per month. 

“xcept for specified defense need, veterans have preference in the occupancy 
of war housing. At the end of September 1950, families of veterans and service- 
men accounted for 68 percent of all tenants in family accommodations. Veterans’ 
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and servicemen’s families constituted 94 percent of all new tenants during the 
quarter ended September 30. The other 6 percent include persons moving into 
projects which had already been given authority to admit persons engaged in 
national defense activities. 


ORIENTATION TO DEFENSE HOUSING NEEDS 


In recognition of the need for housing defense workers and military personnel 
at specific plants and installations, eligibility requirements for occupancy in public 
war housing have been modified for the benefit of defense em loyees in 47 localities 
with 70 projects containing about 70,000 dwelling units. iores on occupancy 
by defense workers in these projects are not yet-available. In addition, 8 projects 
with 3,600 units built with funds under the United States Housing Act are also 
devoted to housing defense workers. 


CONDITION OF PUBLIC WAR HOUSING 


Permanent housing.—Permanent housing has been normally maintained, and to 
continue it in use will require no more than normal maintenance except for 
extraordinary replacement of so-called victory equipment in which substitute 
materials were used. Such equipment includes space heaters, cooking ranges, 
hot-water heaters, and certain types of plumbing. 

Temporary housing—Temporary housing, designed and built for an expected 
5-year useful life, has been in use some 8 or 9 years. In view of the uncertainty 
as to the timing of removal or disposition, there has been a policy of absolute 
minimum repair and maintenance. As a result, many projects are in a serious 
state of deterioration. In order to extend the use of temporary projects for 
another 3 years for defense purposes, it will be necessary to spend over and above 
the normal expenses as experienced in 1950 the sum of $7,000,000 in fiscal 1951 and 
$5,000,000 in fiscal 1952. These expenditures can be made from war housing 
rental receipts, thus requiring nO new appropriations. The Congress has already 
approved the $7,000,000 expenditure for fiscal 1951 and the $5,000,000 for fiscal 
1952 is contained in the President’s budget. 

Mr. Forry. I would like again to point out, however, that most of 
the temporary housing is about on its last legs. 

: : agape . ; ‘ 

There is one other point, if I may, that I would like at this point 
to mention, in connection with the last questioning which has just 
taken place, and that is that these provisions for the assistance of 
community facilities and services are not new authority. They, of 
course, were part of the Lanham Act provisions of the past. There 
is definite experience there both in the provisions of the amount of 
Federal aid that was to be given and the amount of local expenditure 
that took place. The disposition record on this would, I think, prove 
to be very interesting to the members of the committee, and I would 
be glad to furnish it to you. 

Mr. Tauue. Is it the intention of your Agency to make use of the 
existing defense housing, in so far as it can be done, even if that 
housing is entirely different from the newly contemplated construc- 
tion which is called permanent housing in this bill? 

Mr. Foury. First let me say, ‘‘yes’’ to that question, and then 
elaborate on it just a little bit further. If the bill is passed it would 
be my approach that we would attempt to limit it, so far as possible, 
to the defense needs that may develop. As to the use of title II, 
the new provision there for the building of housing and community 
facilities is stand-by authority. I think our experience indicates that 
it would be unwise not to have it available for use, but our purpose 
would be to use it only to the extent we found that we could not 
accomplish the purpose otherwise. That would, of course, include 
the use of whatever we have, which includes the war housing which is 
still in our possession. 
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The CHarrmMan. Mr. Foley, can you come back tomorrow morning 
at 10:30? 

Mr. Fotey. Yes, Mr. Chairman. I am sorry to say I cannot be 
here for the afternoon session tomorrow because I have to leave for 
Chicago at 1 o’clock. 

The CHarrMan. [shall call on the new members tomorrow morning. 
There is a general feeling that the new members are not treated with 
sufficient consideration, and I am going to call on them first, so that 
they can be prepared. 

The committee will stand adjourned until 10:30 tomorrow morning. 

(Thereupon, the committee adjourned until tomorrow, Tuesday, 
January 23, 1951, at 10:30 a. m.) 
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TUESDAY, JANUARY 23, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to adjournment, the 
Honorable Brent Spence (chairman) presiding, for further consider- 
ation of H. R. 1272. 

Present: Mr. Spence, Mr. Brown, Mr. Patman, Mr. Rains, Mr. 
Buchanan, Mr. Multer, Mr. Deane, Mr. McKinnon, Mr. Dollinger, 
Mr. Bolling, Mr. Burton, Mr. Fugate, Mr. Kluczynski, Mr. Talle, 
Mr. Kilburn, Mr. Cole, Mr. Nicholson, Mr. McDonough, Mr. Widnall, 
Mr. Buffett, and Mr. Betts. 

The CHarrMAN. The committee will be in order. 

The new members frequently feel that they do not have an oppor- 
tunity to interrogate the witnesses because we frequently call on the 
senior members first. I am going to reverse that rule this morning 
and call the new members first. On the first round we will be limited 
to 5 minutes. That is a new rule in the committee. We will see how 
it works. 

Mr. Nicuotson. Mr. Chairman, if the new members are a little 
backward about asking questions I would like to take some of their 
time. 

The CxarrMAN. If they are, then we will go to the next new member. 
Mr. Kluezynski. 

Mr. Kuvezynskr. You can pass me, Mr. Chairman; I am going to 
sit down and listen. 

The CuHatrMAN. Have you any questions, Mr. Kluezynski? 

Mr. Kuuczynskr. No; I have no questions. 

The CuatrMan. Mr. Buffett. 

Mr. Burrert. I have no questions. 

The CuHatrMan. Mr. Betts. 

Mr. Berrs. I will listen for a while, Mr. Chairman, thank you. 

The CuarrMan. Mr. Betts, you have no questions? 

Mr. Berts. No; I have no questions, Mr. Chairman. 

The CHarrMAn. Mr. Fugate. 

Mr. Fuearte. I am going to pass for the time being, Mr. Chairman. 

The Cuarrman. Mr. Widnall is not here yet. Mr. McDonough. 

(No response. ). 

The CHarrMan. Mr. Burton. 

Mr. Burron. I have no questions at this time, Mr. Chairman. 

Mr. Rarns. This is an exceptional group of new members, is it not, 
Mr. Chairman? 

The Cuarrman. Yes. You do not have to use the 5 minutes if 
you do not want to. I think that may be a wise disposal of it; you 
cannot tell. 

Mr. Kuvezynsxi. You have been very fair, Mr. Chairman. 


69 
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FURTHER STATEMENT OF RAYMOND M. FOLEY, HOUSING AND 
HOME FINANCE ADMINISTRATOR, ACCOMPANIED BY B. T. 
FITZPATRICK, DEPUTY ADMINISTRATOR AND GENERAL 
COUNSEL 


Mr. Cuairman. Mr. Widnall, do you have any questions? 

Mr. Wipnait. Yes, Mr. Chairman, I would like to ask Mr. Foley 
one question. Is there anything in ‘this bill that provides for the 
conversion of one-family homes into two-, three,- or four-family: 
homes with provision for help along that line, so that in many com- 
munities you could solve your housing problem? 

Mr. Fotrny. You probably have in mind, Congressman, something 
similar to the homes use program that was established in the World 
War period under which the HOLC was authorized to take such 
properties under lease and convert them into apartments. There is 
no special authority contained in this bill. 

What I was about to say, and which Mr. Fitzpatrick has suggested, 
is that such cases can be handled uuder the existing powers in title II 
or title I of the National Housing Act. Title I makes provision for 
insuring modernization loans for repair, and could also be used for 
conversion. The regular insured mortgage under title II could be 
so used and, of course, we could again relax credit curbs to make it 
easier to effect these conversions. 

Mr. Wipnatyt. Would the Government make any effort to make 
a survey of the situation tc see whether that could be done at a much 
lower cost and quicker than by going into new housing projects? 

Mr. Foxtrey. Yes. As indicated in my testimony yesterday, the 
first step in the programing of housing contemplated if the special 
powers are to be used would be to ascertain just what is the local 
inventory; whether there is more housing that could be occupied 
without new construction. That would also involve a study of the 
possibilities of the conversion of existing structures, large old houses, 
for instance, that could be made into two- or three-family units or 
more. That would be a part of the study of the existing housing 
inventory. 

Mr. Wrpnatu. You believe that there is existing authority under 
the law to take care of that without embodying some new feature? 

Mr. Foutey. I think that existing law could give a great deal of 
help to it. Whether we might reach the situation where something 
similar to the homes use program of the World War period would be 
necessary I do not think at this time I could say. If we do reach that 
situation there was a successful operation and it can be adopted by 
the Congress. 

Mr. Fitzpatrick suggests that it might be possible to do under 
title II of this bill lots of remodeling. 

Mr. Frrzparrick. The homes use conversion program in the last 
war was done under the authority of the Lanham Act, authority 
quite similar to this. 

Mr. Wipnatu. Thank you. 

The Cuarrman. Mr. Bolling, do you have any questions? 

Mr. Bouuine. Yes; Mr. Chairman. 
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Mr. Foley, referring to section 201 on page 25 of the housing bill, 
T am curious to find out how you conceive that the act as it is presently 
formed, would be administered with regard to lines 12 to 16— 
is authorized, subject to the provisions of this title, to provide the needed housing, 
or to extend assistance for the provision of, or to provide, the needed community 
facilities or services, in such locality or area— 
as related to section 214 on page 36 which provides for the President 
to designate, under certain conditions what agency will carry out 
certain functions and as related again under definitions to page 38, 
community facility services, and so forth? What I am anxious to 
find out is how you would conceive that the programs which are now, 
I believe, executed by FSA would be geared into the general project 
program of a given specific project which required, No. 1, housing, 
and which required, No. 2, all the community facilities and services 
that might go with housing in, let us say, an area that did not other- 
wise have it? 

Mr. Foury. The bill provides first, of course, that a designation 
must be made by the President before an area is eligible for the use of 
the powers set up in this bill. 

If I understand your question correctly, you are concerned with 
what might be the distribution of powers by delegation by the Presi- 
dent under section 214, I believe, of the bill. That is in the bill, as I 
understand it, for the reason that there is a variety of situations in 
which other agencies might be better or more readily equipped, or 
presently better equipped to handle them than the Housing Agency 
itself. 

You will recall that the Community Facilities Service was trans- 
ferred to the Housing Agency by the reorganization plan during the 
past year, and so many of the things that were done through the 
Community Facilities Service in the past emergency under another 
agency would now be properly done through the Community Facilities 
Service in the Housing Agency. 

Now, there can be overlapping situations, such as I pointed out in 
my longer statement, which I filed with the committee. In such 
situations the President would, under this bill, be able to transfer 
those particular functions to another agency. 

I think, perhaps, Commissioner Seward of the Community Facilities 
Service, who is here, might be able to enlighten you a little more on 
that by telling you of the experience that they had in the past 
emergency. 

Mr. Botiinc. What would be a specific example, Mr. Foley, of a 
situation in which it might be well for the President to delegate to 
another agency the operation of certain services or facilities? 

Mr. Foutry. Such things as the maintenance and operation of 
schools and hospitals which would naturally be in the sphere of or 
on field of the Office of Education or the United States Public Health 
Service. 

Mr. Botting. Where do sewage-disposal plants and things like 
that fit into the picture? 

Mr. Foxey. I would think the construction of sewage-disposal 
plants would fit into the picture ordinarily through the Community 
Facilities Service, I would believe. 
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. ae Bo.uinec. How would that be coordinated in the Public-Health 
ield? 

Mr. Fo.try. By coordination through a study that we would do 
together with Public Health. When it got particularly to the ques- 
tion of maintenance it would be in the Community Services field 
rather than in the Community Facilities field, it would naturally 
fall in the field of Public Health Service. 

Mr. Boututna. I think, Mr. Foley, that your suggestion that the 
man in charge of Community Facilities might enlighten me further 
is a helpful one. 

Mr. Foury. Mr. Seward, will you tell the committee something of 
the experiences of the Community Facilities Service in the past 
emergency? 


STATEMENT OF PERE F. SEWARD, COMMISSIONER, COMMUNITY 
FACILITIES SERVICE, HOUSING AND HOME FINANCE AGENCY 















Mr. Sewarp. Under the old Lanham Act, which was the authoriza- 
tion for the Federal Government participation in this type of work, 
during World War II we operated very closely with the Public Health 4 
Service and the Federal Security Agency. We consulted with them =~ 
and got their recommendations in general as to the type of facility 
which would best serve the purpose such as the extent, for instance, 
to which sewage treatment should be carried, whether it should be 
primary treatment, secondary treatment, or complete treatment. 
On matters of that kind, the Public Health Service, of course, has a 
very deep interest. 

The CHatrMAN. Could you not raise your voice, Mr. Seward? 

Mr. Sewarp. The same thing was true with respect to the design 
and construction of school buildings, where we secured from the 
Office of Education recommendations as to the size of the facility 3 
that was to be constructed. The same thing is true with respect to 
recreational facilities, the program was carried along on that sort of a 
cooperative basis. 

Mr. Botting. Thank you. 

Mr. Foley, if it were determined that a certain amount of housing 
were required, how and where would the decision be made as to 
what kind of community facilities and services would be required in 
that given community to support that given amount of housing 
which was required? 
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Mr. Fotry. The decision would have to be made, I think, in the 
Office of the Administrator of the Housing Agency as part of the 
programing and after consultation with the other agencies affected. 

Mr. Botuine. How are we going to avoid in this present situation, 4 
Mr. Foley, situations like at least one that I have seen in California | 
where we have a great deal of housing with no community facilities — 
or services? I have specifically in mind the housing at Richmond, 
Calif., I believe it is, where, presumably, you ran into the problem of 
a choice. A certain amount of housing was needed urgently for 
defense workers; and, perhaps, there was not enough money available 
to support them adequately with community facilities and services. 
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I presume that would be one of the reasons there would be a large 
amount of housing without adequate community facilities and 
services. How would that be tied down so that we would not have, 
in effect, Government-created slums? 

Mr. Foxry. I think, Congressman, you have pointed out one of 
the types of situations where it wold be possible more readily to 
avoid it in the presently developing mobilization for defense if powers 
are provided such as this bill provides for centralization of such func- 
tions which are now possible because of the type of housing organiza- 
tion we have with a large amount of past experience, so that adequate 
planning can be done. 

The situation that you referred to in Richmond, Calif., is one of 
the most difficult that was created in the defense and wartime effort, 
and is continuing out there, as you know. We have not yet devised 
anything that could be called a completely adequate answer to it. 

As I interpret this bill, it would, through the centralization and the 
delegations of authority in it, working through the present type of 
organization that has been created in the Housing Agency by successive 
acts of Congress, give us a much better opportunity for integrated 
planning to handle that kind of situation. 

Mr. Bouurne. Thank you, Mr. Foley. 

The Cuarrman. Mr. Foley, it seems that by this bill there is con- 
veyed to the Housing Agency the authority to construct community 
facilities, and under that authority there could be exercised the dis- 
cretion of that organization as to what treatment there should be of 
sewage, the pollution of the waters, and other things. I want to know 
if you think that power would conflict with the Public Health Service. 
They have done a wonderful job in that field, and it seems to me 
that there ought to be no other agency of the Government authorized 
to dump untreated sewage into the streams that have been taken over 
by the Public Health Service. 

Mr. Fouey. I quite agree with you, Mr. Chairman, that such a 
situation should not be created. 

That, I think, is the reason for the inclusion of section 214, which 
gives, under this bill, authority to the President to delegate or to 
transfer any part of the authorities involved in title II to any other 
agency of the Government which by the nature of its own kind of 
organization, by the nature of its own field of activity, is better 
equipped and qualified to handle it. I think the bill safely covers 
that situation. 

In fact, the language of the bill states— 

That the President, by Executive order or otherwise, may prescribe or direct 
the manner in which any functions, powers, and duties, which the Housing and 
Home Finance Administrator is authorized by this title to perform with respect 
to assistance for the construction, or the construction of, any community facilities, 
shall be administered in coordination with other officers, departments, or agencies 
having functions or activities related thereto. 

As I interpret that language, it is directed straight at the problem 
that you raise, Mr. Chairman, and I think very properly so. 

The CaHarrmMan. Well, the act itself assumes that authority is 
granted to you and has to be redelegated. 

Mr. Parman. I think he said section 214 leaves it to the President. 

The CHarrMan. It does, but the President redelegates it. It is 
in the Housing and Home Finance Agency in this bill, but the President 
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can redelegate it. Why put itin your Agency? That is a clear state- 
ment that the authority is in your Agency and must be redelegated. 
What I have in mind is the condition that exists along the Ohio River, 
for instance. It is practically an open sewer, and out of it comes the 
water supply of the people living along the river. 

The Public Health Service has made a good deal of progress in 
treating sewage and in prescribing rules and regulations for the con- 
trol of the waters. Now, if we let your Agency dump untreated 
sewage in there, it will do away with the work that they have done. 
I hope that you have no intention of doing that. Why not leave the 
whole matter in the hands of the Public Health Service, where it has 
been and where they have done an excellent job? 

Mr. Fouey. The reason, Mr. Chairman, for the general delegation 
of authority in this bill to the Housing and Home Finance Agency, as 
I understand it, is because the Congress has already, by a succession 
of acts, authorized the setting up of the Housing Agency with the 
transfer into it of the Community Facilities Service, which Service, 
or Bureau, as I believe it was formerly called, had the responsibility, 
and presumably still has, in connection with the construction and 
production of community facilities. Also because the housing part 
of the section is obviously inherent in the Housing Agency. 

Either you would be required to set up several delegations in the 
bills or place the authorities in several places, or you would adopt 
this method which, while placing it centrally, provides for its dis- 
tribution in such cases as call for the coordination of operation. 

One of the difficulties of the defense period and the war period, or 
World War II, particularly in the earlier stages, was the lack of 
coordination of these several situations, so that, for instance, in my 
own experience we found ourselves in connection with the Willow 
Run plant in great need of housing so that the plant could be put 
into operation at all with the housing planned and the industry ready 
to provide housing, but having to wait for a long period of time until 
the necessary community facilities, water lines in particular, were 
made available. So that, without any criticism of the agencies which 
were then handling it, I say it merely points to the fact that there 
was that lack of integration of the service and lack of coordination. 

You will recall that there were at least three separate efforts at 
coordination of housing and related activities in the defense and early 
war period before there finally was established, the National Housing 
Agency, which did group a number of the activities. 

The purpose here is coordination, as I interpret it, certainly as I 
would view it if the bill were passed, rather than an attempt to 
accumulate authority in one agency merely for the sake of authority. 

Mr. Parman. Will you yield for an observation, Mr. Chairman? 

The CuarrMan. Yes. 

Mr. Parman. On page 36 it says: 

With respect to the construction, maintenance, or operation of community facili- 
ties for education, health, refuse disposal, sewage treatment, recreation, water 
purification, and day-care centers, or the provision of community services, the 
President may transfer to such other officer, department, or agency any of the 
functions, powers, and duties authorized by this title to be performed with respect 
thereto. 

I think your point is well taken there, Mr. Chairman, and it occurs 
to me that we should consider rewriting that provision and leave all 
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of these things to the President in the beginning. In other words, 
like it is here, it first gives it to the Housing Agency. I am in favor 
of Mr. Foley’s group having all housing under his Agency, but some 
of these other matters are more closely related to other agencies with 
a lot of experience and background, with a backlog of experience 
which would be very helpful in handling these matters, and I think 
it would be very well to change that. 

I guess that includes library service too; does it not, Mr. Foley? 
With day-care centers or the provision of community services, that 
would include a library; would it not? 

Mr. Fouey. I| think it could; yes. 

Mr. Parman. It should include a library, and I assume that it will. 

Mr. Rarns. Do you not think that the proviso on page 37 does 
the very thing you are talking about? 

Mr. Parman. What does it say there? 

Mr, Rarns (reading): 

That the President, by Executive order or otherwise, may prescribe or direct 
the manner in which any functions, powers, and duties, which the Housing and 
Home Finance Administrator is authorized by this title to perform with respect 
to assistance for the construction, or the construction of, any community facilities, 
shall be administered in coordination with other officers, departments, or agencies 
having functions or activities related thereto. 

Mr. Parman. Yes. I read that, but there is this difference, you 
see: He will have to take the initiative and take it out of the Housing 
Agency and put it over there. The way the chairman is talking 
about it, he wants to leave it to the President in the beginning. So, 
let the President decide. If he wants to give it to the Housing 
Agency, all right; and, if he wants to give it to these different agencies, 
why, it would not be predetermined. In other words, you are not 
taking something away from somebody. F 

The CuarrMAN. I realize that they must have some broad powers. 
When we want housing, let the Housing and Home Finance Agency 
perform certain functions, and let the Public Health Service perform 
functions in their field, because they have done a fine job and they 
have a program. If you do not have a coordinated program, vou 
have an entirely ineffective administration, because if they were to be 
permitted to dump sewage mto a stream that has been controlled by 
the Public Health Service it would do away with the good work that 
the Public Health Service has done. As it is, the power is primarily 
vested in the Housing and Home Finance Agency, and the President 
must take some action to take it out. 

Mr. Fotey. May I make two comments in addition to what I have 
already said? 

First, of course, I think one of the first steps is to determine just 
what part should be transferred. It would be the farthest thing from 
our thoughts to attempt to usurp the functions of a health service 
which has had such a long and successful record. Neither would it 
be our thought that we should try to duplicate any of those profes- 
sional services in the Housing Agency. 

Second, one of the difficulties of the situation is that community 
facilities do not fall strictly into any one category. There are many 
community facilities, such as the provision of water lines, and from 
our side of the ordinary basic considerations those are problems for 
the United States Health Service. It is a complicated picture. 
78408516 
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This language, I believe, gives the best approach whereby a full 
coordination can be had. 

The Cuairman. Mr. McDonough, do you have any questions? 

Mr. McDonovau. Mr. Foley, in the authority given to you under 
this bill, as I read it, you intend to investigate the adequacy of private 
enterprise to supply the facilities before you will use any of the 
authority under the bill? 

Mr. Fotry. Yes. As I explained yesterday in the general discussion 
of the approach to programing which would be involved in the use of 
such powers as are contained in this bill—and that follows, of course, 
the general national housing policy as declared by Congress in the 
act of 1949—the first effort would be to get as much as possible done 
through private enterprise so long as private enterprise is able to 
meet the need when and where required. Sometimes the problem of 
speed enters into the picture. 

I indicated yesterday one of the first steps in that would be to 
follow out a practice which we have successfully used in the past in 
a number of instances: the practice of canvassing the local scene with 
the local authorities and the local industry to determine just how 
much can be expected to be accomplished privately. If that is suffi- 
cient, that solves the problem, provided that it can be done in time. 

Mr. McDonoveu. In other words, you use your office and your 
personnel to survey the situation in the community, and then make 
a determination? 

Mr. Foxrey. That is right. 

Mr. McDonoveu. Is that determination left with you, or does the 
finding by the President that such a condition exists supersede your 
authority? 

Mr. Fotry. The finding by the President that you have an area 
in which there is a critical housing situation for defense reasons is the 
first requisite. 

Mr. McDonouaeu. And then you follow? 

Mr. Fouey. Thereafter the task of the Administrator would be to 
make the studies and ascertain how much housing is needed; whether 
the inventory that exists, if better used, would meet it, and then 
whether private enterprise could provide the added need when and 
where and of the type required. : 

Mr. McDonovau. In other words, you will look at the surplus 
housing, if any exists in the area? 

Mr. Fotry. That is correct. 

Mr. McDonowau. Existing housing as it now exists, and I suppose 
that survey will also include the type of housing and the rental that 
will be charged for it during the year? 

Mr. Fouey. Yes. 

The rental question is an extremely important one if you are 
going to house the needed defense workers, since their wage rates will 
be the important factor in determining what level of rents they can 
ay. 

Mr. McDonoven. Do you determine the def@ase housing in this 
bill to be in the same category as low-rent housing? 

Mr. Fo.tey. Do you mean low-rent housing from the standpoint of 
the public housing for low-income people? Is that what you mean? 

Mr. McDonouveau. I do not mean slum clearance; 1 mean low-rent, 
Government-owned housing. 
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Mr. Foxry. If by that you mean, Mr. Congressman, do I contem- 
plate that housing that might be built by public construction under 
title II of this bill to be the same and for the same purpose as the 
public housing that is being constructed under the Housing Act of 
1949, the answer is ‘“‘No.”’ It would be housing designed to meet the 
needs of defense workers who can pay an economic rent. 

Now, it is entirely possible that situations can develop in which 
certain types of workers could not pay the economic rent that the 
costs of provisioning the housing at the present levels of costs might 
make necessary. That, I think, would be a minor factor ordinarily 
in the picture. 

Mr. McDonoveu. Now, if you proceed to build a large amount of 
defense housing to meet the situation in the present emergency and 
the emergency situation passes, you would have a lot of that housing 
on hand. Would that become a part of the low-rent housing program 
under the act of 1949? 

Mr. Fotery. First, let me address myself to the first part of your 
question. As we have indicated in testimony, and in the whole nature 
of the bill and the declaration of policy, the use of publicly constructed 
housing under title I1 would follow only when we had found it could 
not be provided otherwise. 

The answer to the second part of your question is—no; I would not 
so contemplate, and for the reason that this bill, I think very wisely, 
draws upon the experience of the last emergency and the difficulties 
we have had since in connection with the disposition of publicly 
constructed war housing by including in the bill itself provisions for 
the disposition of that housing. 

It calls, also, insofar as it is feasible, for such housing as is built under 
title II, publicly, to be of a type, a permanent type, that lends itself to 
disposition for individual home ownership. 

The bill contains disposition provisions which are patterned after 
the disposition provisions reported out by this committee and passed 
by the Congress in the Housing Act of 1950 for the disposition of 
permanent war housing and defense housing that was built in the 
previous emergency and is still on our hands. 

Now, for the temporary housing which might be necessary to be 
built under this bill, or in this emergency, this bill does not attempt 
to decide when or how it shall be removed, again drawing on the 
experience of the past when we have had to come back time and time 
again to get extensions of removal dates because the need for the 
housing continued. 

This bill leaves it up specifically to future action by the Congress. 

Mr. McDonoveu. Mr. Foley, are you familiar with the amendment 
to the Constitution of the State of California that was voted upon by 
the people in the November election, which provides that no low-rent 
housing projects shall come into the State of California with Federal 
aid without a vote of the people? 

Mr. Fouery. A referendum requirement? 

Mr. McDonoveu. It requires a vote of the people before any 
Federal or State body provides funds for the construction of low-rent 
housing. Of course, those were exempted from consideration at the 
time. That proposition was carried in the State of California in the 
November 7 election. Is there any part of this bill, in your opinion, 
that comes under the terms of that State constitutional amendment? 











78 DEFENSE HOUSING AND COMMUNITY FACILITIES 


Mr. Fouey. Frankly, I do not personally know. It is a subject 
under consideration. I would like for our general counsel, Mr. 
Fitzpatrick, to answer that. 

Mr. McDonovueu. Instead of taking the time to answer, Mr. 
Fitzpatrick, may I ask you to give me a written statement on that 
question? I would appreciate it. 

Mr. Firzparrick. Yes. 

(The matter referred to above, later submitted, is as follows:) 


APPLICABILITY TO FEDERAL-OWNED DEFENSE HovusING OF THE RECENT AMEND- 
MENT TO THE CALIFORNIA CONSTITUTION REQUIRING APPROVAL OF THE VOTERS 
PRIOR TO THE ESTABLISHMENT OF Low-RENT Housina Provects 


Article XXXIV of the California Constitution, added at the general election 
last November, requires approval of a majority of the electors of the county or 
city voting at an election, as a prerequisite for the development, construction, or 
acquisition of any low-rent housing project by the State of California, or any 
county, city, district, authority, or other State public body. It defines a low- 
rent housing project as living accommodations for persons of low income financed 
or assisted by the Federal Government or a State public body, and in this con- 
nection defines persons of low income as “‘persons or families who lack the amount 
of income which is necessary * * * to enable them, without financial assist- 
ance, to live in decent, safe, and sanitary dwellings, without overcrowding.”’ 

If the Federal Government were to directly provide housing in California under 
title II of the proposed Defense Housing and Community Facilities and Services 
Act (H. R. 1272 and 8. 349), the requirements of article X X XIV of the California 
Constitution would, of course, have no application to such housing. Whether 
the development of such housing by local housing authorities created under the 
laws of the State of Californie, acting solely as agents for the Federal Govern- 
ment, which would own the defense housing, would be subject to these require- 
ments involves the interpretation of the State constitution which would be a 
matter for the appropriate State authorities. Before using any California hous- 
ing authorities as its agents for this purpose, the Housing and Home Finance 
Agency would want an opinion to be rendered by the State attorney general on 
this matter. 

Mr. Burrerr. Mr. Foley, will all the public construction of housing 
that takes place in the coming year be encompassed by this act? 

Mr. Fouey. If I understand your question correctly, the answer is 
“No.” The program of building low-rent housing under the act of 
1949, which is not a part of this act, will continue on a reduced basis, 
according to present plans. 

Mr. Burrerr. Why should not this program be called, instead of 
the public housing program, the socialistic housing program? 

Mr. Foury. Because, in my opinion, it is not socialistic. 

Mr. Burretr. What is your definition of socialism? 

Mr. Fouey. Since I have a very considerable body of opinion on 
the subject, may I file it for you, sir? Otherwise, I am afraid that I 
will use up more than my 5 minutes. 

Mr. Burrertr. That is about the most important question I have 
in my mind on this program. I would like to know how much of it 
embraces a socialistic concept. 

Mr. Fouery. It is a question of whether you mean socialistic, social- 
ism, or social. I think that there is a great deal of confusion regard- 
ing the term, and that anything that is aimed at the accomplishment 
of a social objective, particularly where it requires by its nature some 
Government aid, is so commonly termed socialistic. Socialism itself 
is a form of philosophy of government to which I do not subscribe for 
reasons of long background and philosophy, religious training, and 
otherwise. 
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When I say it is not socialistic, I say it is not socialistic in that 
sense. I say that it is in this emergency a necessary application of 
governmental authority; governmental responsibility and govern- 
mental resources to meet a governmental need and a national need 
involved in what is an extremely grave national situation. 

I am sure that you do not require me, Congressman, to enter into a 
discussion of the international situation, nor the situation that now 
confronts the country and makes a defense mobilization necessary. 

A social purpose is served, particularly to a defense need. ‘That, 
to my way of thinking, does not make this an un-American operation 
but rather the reverse. 

Mr. Burrerr. It is your notion then that the Government can 
enter into the economic ownership of homes and similar facilities with- 
out being socialistic to that degree? 

Mr. Foury. Yes, depending upon the purpose, the conditions, and 
the restrictions under which it is done. 

The Cuarrman. Mr. Dollinger. 

Mr. Doturncer. I have no questions. 

The Cuatrman. Mr. McKinnon. 

Mr. KcKinnon. Mr. Foley, yesterday you gave me the impression 
this particular bill was more or less a “stand-by” bill, and there was 
no great urgency for its immediate passage. I think that I must have 
received the wrong impression. 

Mr. Fotry. Yes, on the latter part of your statement. I would 
certainly regret it if I have given that impression. 

As I tried to make clear, I think the authority to do these things 
when, as, and where the emergency arises is very important to be 
established at an early date. 


When I use the term “stand-by” it is against certain misapprehen- 
sions that seemed to have arisen when the bill was introduced that 
what was proposed, for instance, with respect to title | was to make 
this new title for mortgage insurance available to builders everywhere 
immediately, or to move in at once and use the new title wherever 


9)? 


there was a defense activity arising. It is “stand-by” in the sense 
that it would be used only as and. when needed and after the proper 
findings are made by the President, but as to the importance of 
reasonably early establishment of some such authority, I think is just 
as important today as in the defense period prior to World War ITI, 
and the members will recall that parallel steps, with the exception of 
title III, were taken by the Congress in the defense period prior to 
the actual shooting war. 

For instance, the Lanham Act was passed in the last part of 1940. 
The title VI provisions, which would be replaced by the title IX 
provisions proposed here, Were passed, as I recall it, early in 1941. 

Mr. McKinnon. You realize, of course, in certain areas we have 
an immediate need right now. 

Mr. Fotry. That is right. 

Mr. McKtnnon. I would like to ask unanimous consent to insert 
in the record a telegram received from the mayor of San Diego this 
morning, pointing out the fact that the needs are immediate. 

We build a lot of airplanes in San Diego and we are recruiting people 
from all over the country to come there to work, and when they 
come in and cannot find housing they leave again. Instead of getting 
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airplanes built, why, we are losing workers, and it is simply because 
we do not have housing. 

The mayor of San Diego is very emphatic for the passage of this 
particular bill as quickly as possible. 

I might point out to Mr. McDonough, my colleague from Cali- 
fornia, that the mayor and myself are as much interested in title IT 
of the bill as in title I. We need the housing with rents within the 
reach of the people to pay. 

The CuarrMan. The telegram will be inserted in the record at this 
point. 

(The telegram referred to is as follows:) 

San Dreco, Cauir., January 22, 1951. 
Congressman CiInton McKinnon, 
House Office Building, Washington, D. C.: 

For your information replying Chatters request, San Diego unbelievably 
impacted by present emergency. Housing situation here worse than at any time 
in World War II. Official figures from Eleventh Naval District Commandant 
aod aircraft corporations indicate that San Diego needs today 20,000 additional 
housing units if we are to make our full contribution to defense efforts. Of 750 
employed by 1 aircraft plant in last 60 days, 260 have quit because of shortage 
of housing. Navy alone for Navy and civilian employee personnel needs 9,165 
units today in San Diego. Aircraft corporations report that housing is available 
only at $90 per month and up and 70 percent of housing units in lower brackets 
of $65 or lower refuse to accept tenants with children. City council in special 
meeting today strongly urges immediate passage of senate bill 349 and House 
bill 1772 because of our experience in World War II, at which time temporary 
housing units were placed in restricted residential areas and other grave perma- 
nent planning mistakes were made by Government agencies. We strongly re- 
quest that provision be made in the bills for conferences with local authorities 
before plans for housing are completed. City of San Diego owns almost 3,000 
acres of land that can be made immediately available to Federal Government 
without charge for duration of the emergency. For war housing these properties 
are reasonably level not only on the maps but on the land as well. Aircraft 
corporations report some new employees presently sleeping in cars in this area. 
We are setting up a municipal housing bureau and are attempting to make full 
use of what we have where we are but immediate passage of additional housing 
legislation should not be delayed one moment longer than necessary if we really 
mean business on defense mobilization. We will deal with our sociological prob- 
lems after this emergency. This city builds airplanes. Airplanes require man- 

wer. Manpower requires houses. No house, no manpower, no airplanes— 

oe Stalia in command. Urge immediate passage Senate 349 and House 1272. 
Haruey E. Knox, 
Mayor of San Diego. 


Mr. McKinnon. I would like to ask another question in this 
regard: In your prepared statement submitted to us a couple of days 
ago, you pointed out that rents under title I would probably run from 
$75 to $93 a month. 

I wonder, Mr. Foley, if you realize that many of our aircraft 
workers and many of our defense workers are not making enough 
money, based upon their present income, to afford rents like that on 
the basis of 20 to 25 percent of their budget. What provisions are 
we going to make to supply houses for those kinds of people? 

Mr. Fo.ry. Those figures that we gave you were typical figures 
based upon certain evaluations—$9,000 to $11,000. 

In various areas of the country—and I think particularly in the 
South and Southwest—it will be possible to produce privately at 
lower costs and get lower rents, particularly in certain types of hous- 
ing. That is already being done to some extent. I may say that the 
mayor of San Diego has called me about the problem there. Delega- 
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tions from there called upon me, and they do have a serious situation. 
I have asked them to furnish me with detailed information, and we 
are giving study, in the absence of such powers as are in this bill, to 
whatever we may do with current authority, particularly possible 
selective relaxation of credit curbs to give early assistance. 

Mr. McKinnon. Mr. Foley, on these houses that you will build 
under title I you have certain restrictions that you shall keep them 
available for rent. Will you also have in your restrictions or in your 
covenant the fact that they may not be restricted to families with 
children? 

Mr. Fotey. It is in the bill, I believe. 

Mr. McKinnon. There will be no limitation? 

Mr. Fo.ery. With respect to the private construction, it is specifi- 
cally spelled out. A certification is required. 

Mr. McKinnon. In many communities such as San Diego we 
have a lot of war housing at the present time. Under present regu- 
lations there is no limitation on occupancy based upon what the 
person is doing. Now, it is altogether possible for you to create new 
rentals in effect by establishing new occupational regulations. Do 
you plan to do that? 

Mr. Fotry. With respect to projects yet to be built? 

Mr. McKinnon. No; present structures. ss 

Mr. Foxry. I think that we would on the publicly owned struc- 
tures. It would be a matter of turn-over unless, as I pointed out 
here yesterday, we might reach a situation where a drastic eviction 
program would be forced upon us. It would be a matter of turn- 
over, and as a vacancy occurs we can establish a requirement that 
they go to defense workers. 

Mr. McKinnon. The vacancy factor is a small factor in a lot of 
these units. We have in these units in San Diego many families— 
probably a small percent, but it amounts to quite a number—whose 
income is so large as to really not entitle them to consideration for 
the low rental proposition. I wonder if you have any plans to put 
some sort of limitation on the right of occupancy as to those people 
who have exceptionally high income, or who own their own homes in 
the community and could be living in those homes but prefer to rent 
their homes at a high rental and stay in the war housing at a lesser 
rental. Are we domg anything through administrative determina- 
tion to move those people back into their own houses and make the 
housing available for people in defense work with lower income, or 
are you going to allow the situation to continue? 

Mr. Fotey. Our general policy would be along the lines that you 
have suggested, but I will ask our general counsel to tell me just how 
much legal authority we have presently for that. I am informed that 
we have the authority. Consequently, that would be the policy. 

Mr. McKtnnon. If there is a need for title II, do you not think 
then we should have your assurance you are going to do something 
about the war-housing units today that are not being used for the war 
effort, and likewise are being rented to people with high incomes who 
should be moved out, people who own their own homes and who are 
renting them and living in war housing? 

Mr. Fouey. Yes. As a matter of fact, that was one of the lines of 
approach to the San Diego problem that I have had under discussion 
with representatives of the community who have called upon me. 
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One of the very purposes in suggesting a relaxation of the credit curbs 
was to make it possible to build presently houses for sale for families 
of that type presently occupying publicly owned war housing; so 
that they could be transferred and vacancies could be created for the 
defense workers. I think there are very considerable possibilities. 

Mr. McKinnon. We could expect that policy to be established in 
San Diego and in other communities that are similarly situated? 

Mr. Foury. I think that I can safely say “Yes.” 

Mr. Cote. Mr. Foley, it appears to me that we are approaching this 
legislation with the cart before the horse. As I understand it, there 
has been no effort to determine the present need for the legislation; 
that it is “standby” legislation to be used if, where, and when necessary 
is that correct? 

Mr. Foury. It is in the sense that I tried to explain to Congressman 
McKinnon a moment ago. I do not want to give the impression that 
there are no places presently where needs do not exist. San Diego, 
for instance. 

Mr. Cour. Let me interrupt you. Here is a wire from a man in a 
great city like San Diego that states great numbers of people are leaving 
the employment of an airplance factory because they cannot find 
housing. Your agency is not going to take that type of testimony, is 
it, to determine that housing is necessary in San Diego? 

Mr. Fotey. We would, regardless of how or by what form of com- 
munication, or by whom the problem was raised, follow the plan of 
programing and surveying; canvass that | have already outlined 
before this committee. 

Mr. Corer. In other words, it is a very simple thing for an individ- 
ual who wants to have additional houses built in his community to 
say, ‘‘We need houses because the workers need them.”’ I think that 
we need a few facts in connection with that rather than a general- 
ization. 

Now, I want to criticize the incorporation of the prefabricated 
section in this bill. 

The bill sets out a policy to build houses for national defense needs 
with the exception of the prefabricated houses. There is no limitation 
on the loans to the manufacturers of prefabricated houses based upon 
the national defense needs. Why is that? 

Mr. Fotey. The provisions of the bill, the title of the bill itself, 
are in my interpretation, and as I sought to explain to the committee 
yesterday, entirely defense related. 

The limitation contained in the bill to established concerns rather 
than the development of new enterprises in prefabrication is for the 
purpose of trying to maintain available the present demonstrated 
successful capacity of those concerns to meet such emergencies in 
defense as may readily arise, calling for fast revision of temporary 
portable or mobile type housing. 

Mr. Core. That is not the limitation in the bill with respect to 
prefabricated houses. 

Mr. Fouey. The nature of the service that the bill envisions, as I 
see it, is one that could not be related to an immediate defense project 
because what the bill proposes is a means of meeting certain peculiar 
difficulties in the prefabricated house industry, difficulties which 
presently are being accentuated, particularly in interim financing, so 
they will not leave the field. 
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- Mr. Coxe. I understand that, but there is the same situation with 
respect to traditional builders. Why are not those loans included m 
here for traditional builders? 

Mr. Foury. We do not have that same problem in the conventional 
building field. The financing arrangements there are well established 
and adequate for the program that is contemplated for this year. 

Mr. Cote. I do not think that you have answered my question— 
that this particular provision for prefabs has nothing to do with the 
national defense. Is it limited to the building for national defense, 
or is left completely wide open? 

Mr. Fouey. I get your point and I know the point that you are 
making. My answer is, because of the nature of the assistance that is 
proposed to be provided and the purpose for which it is being provided, 
I see no way by which you could tie the loans to a specific defense 
area, or a specific defense project. 

Mr. Coxe. Then we better leave them out. 

Mr. Fotry. I cannot agree with you on that, sir. 

Mr. Deane. I heard your replies to Mr. Cole and also to Mr. 
McKinnon here regarding your definition of ‘stand-by.’ Iam glad 
to hear you say that is not in the sense that it is not urgent. Is that 
correct? 

Mr. Fotey. You are quite right, sir. 

Mr. Deane. I assume that you have made surveys, and additional 
surveys are being made by the Housing Agency, as well as the various 
defense agencies, to determine the needs in these strategic areas where 
these camps and defense establishments are being reactivated and new 
plants established; is that true? 

Mr. Foury. That is true, and I might point out again the out- 
standing instance, which is the Atomic Energy Commission installa- 
tions which are pressing and urgent problems right now. 

Mr. Deane. I consider this legislation extremely important. I am 
thinking now, how on last Thursday, the Air Force suddenly advised 
that a large air base in my section of the country, and it is conditioned 
upon housing, schools and transportation, is to be reactivated. So far 
as I can determine, there is a complete lack of housing facilities. 

The question I want to raise is: As soon as these areas are 
determined is your department going to have the courage to move in 
and do what is necessary? 

Mr. Fouey. That is right, sir. 

Mr. Deane. On yesterday, Mr. Chairman, I asked Mr. Foley and 
Mr. Fitzpatrick to give me various answers to certain questions con- 
cerning the $500,000,000 that was authorized for 608. It appears 
there are not sufficient funds to follow through completely with that 
particular program. I would like to have the privilege, Mr. Chair- 
man, of having that inserted at the close of Mr. Foley’s statement. 

The CuatrMan. Without objection, that will be done. 

Mr. Deane. It will be furnished, as I understand, on Thursday. I 
would like to have you include in that statement, if you will Mr. 
Foley, whether or not under title IX, section 908, it would be applica- 
ble to certain 608 applications. Do you think these sections can be 
pulled together? 

Mr. Fotry. I am not sure I understand what you have in mind 
when you say “pulled together.” 
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Mr. Deane. That is, after funds for section 608 have expired, whether 
or not section 908 might not be applicable to some of these 608 
applications? 

Mr. Fotey. I see what you mean—whether they might be trans- 
ferred to that title and processed under that title. 

Mr. Deane. That is true. 

Mr. Fotry. I think that might be done if the projects proposed 
were in an area that had been designated as eligible for title 1X 
— the projects themselves were of a nature that were not a defense 
need. 

Mr. Deane. I would like to say this in closing, Mr. Chairman. I 
have not always agreed with the decisions and speed with which the 
Housing Agency has attempted to perform certain tasks. Yet I have 
a great admiration for Mr. Foley and his organization. They deserve 
our commendation in bringing up this particular legislation. I hope 
we can follow through with it as promptly as possible. I share the 
chairman’s views on the place of responsibility for the community 
facilities. 

One other question, Mr. Foley. In the establishment of this new 
program, are you thinking of creating new cities or new towns? 

Mr. Fotry. No; not in the sense of setting up new towns for 
their own sake, but it is quite conceivable in the situation of an 
isolated installation that you might have to establish in essence a new 
community. Mostly, it would seem to me, what you would be doing 
would be expanding upon the base of an existing one. Certainly, 
insofar as that was possible and to meet the defense needs required, 
that would be the preferable method, I think. 

Mr. Deane. Thank you. 


(Material requested by Congressman Deane on the amount of 
additional authorization needed for pending section 608 applications 
and on the possibility of processing section 608 applications under 
the proposed section 908 provisions contained in H. R. 1272:) 


AUTHORIZATION FOR SEcTION 608 


Total applications for mortgage insurance under section 608 of the National 
Housing Act under review December 31, 1949, and received through March 
1, 1950, when authority to aceept applications expired, are shown below: 


Applications on hand, Dec. 31, 1949 
January 1950 
February 1950 
March 1, 1950 





1, 297, 000, 000 


The total of authorizations available for processing section 608 mortgages on 
December 31, 1949, and made available since that time, is shown below: 


Authorization available Dec. 31, 1949 $271, 000, 000 
Released by the President, Feb. 23, 1950 
Authorized by the Housing Act of 1950 
Released by transfer of sec. 609 and sec. 611 operations to the 
sec. 610 authorization, as provided in the Housing Act of é ne ind 
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The disparity of $221,000,000 between total applications and authorization 
amouats on hand December 31, 1949, and received thereafter was reduced as the 
net result of adjustments during 1950 in the amounts of outstanding insurance, 
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commitments and applications, expiration of commitments, withdrawals, and 
rejections of section 608 applications, and decreased allowance for reinsurance 
of section 603 mortgages. 

On December 31, 1950, applications under review totaled $204,000,000 and 
available authorization amounted to $56,500,000 after reserving $15,000,000 
for possible increases in outstanding commitments. This indicates that about 
$150,000,000 additional authorization would be required to process all section 608 
applications now on hand. 


PROCESSING SECTION 608 APPLICATIONS UNDER PROPOSED SECTION 908 


In order to permit reapplication for mortgage insurance under section 908 
without payment of further application fees in cases where application was made 
under section 608, the following amendment to the proposed section 908 would 
be necessary: 

“On page 23, after line 20, insert the following: 

‘*«(9) In any case where an application for insurance under section 608 of this 
Act was received by the Federal Housing Commissioner on or before March 1, 
1950, and has not been rejected or committed upon, the mortgagee upon reappli- 
cation for insurance of a mortgage under this section 908 with respect to the same 
property shall receive credit for any application fees paid in connection with the 
prior application: Provided, That this subsection shall not constitute a waiver 
of any requirements otherwise applicable to the insurance of mortgages under this 
section.’ ’ 

Mr. Kiipurn. Mr. Foley, under title IX, if I read this report 
correctly, the FHA shall be required to find that a housing project is 
an acceptable risk in view of the needs of national defense; and, under 
title II of the present law, they have to find it is economically sound. 

Just what is the difference there? 

Mr. Fo.ry. That provision is a substitute for the economic-sound- 
ness requirement which is in title II and which has always been one 
of the bases of valuation to determine how the underwriting shall be 
done. In the defense situation, as was the case in the last war 
situation, you will have occasions arise and sets of conditions in which 
it is possible to meet the housing requirements by a private provision 
of housing if mortgage insurance is available; and, yet, the under- 
writers operating on the FHA staff are unable with certainty to predict 
the long-time use. Consequently, if such a doubt existed and they 
were required to make an economic-soundness finding, they might, 
on the one hand, be requred to reject it because of not complying with 
the economic-soundness requirement of law, or to write the valuation 
down to accept that project. In either case, the purpose of providing 
defense housing by private construction would be defeated. 

As in the war situation, under title VI, it is proposed that that 
situation be met by not requiring economic soundness but by satisfy- 
ing the law with that language “that the risk is acceptable to the 
Commissioner in view of the defense needs and the purposes the 
housing will serve.” It is an added risk over and above what is in 
the normal title II operation and is the emergency part of the risk 
that is assumed. 

_ Mr. Kiveurn. That is based on the thinking that they will turn 
into ghost towns after the emergency is over; is that right? 

Mr. Fotry. Not necessarily that they will turn into ghost towns; 
but, rather, they think the future is not sufficiently clear to say 
“Yes; we know this is going to be a permanent, long-time market or 
need. Therefore, we can be sure it has economic soundness.” 

The experience in the World War was that a great many projects 
under title VI were built in certain areas in which that uncertainty 

















86 DEFENSE HOUSING AND COMMUNITY’ FACILITIES 


existed and in which, if one had to make a finding, the life would 
probably be shorter that would justify an economic-soundness valua- 
tion. However, experience proved that almost all of those projects 
have been successful. The population that came did not leave, and 
only a relatively few houses in the projects have been left vacant. 

Mr. Kitspurn. Of course, all of those guaranties of mortgages have 
worked out pretty well because of the fact that we have been in a 
rising real-estate market; whereas, if we have a falling market, I 
think the FHA is going to have a loss. 

Mr. Fouey. Of course, there would be losses, and that is why the 
insurance fund is created—to have a reserve established to meet losses. 
I think it is true, had there been a falling curve constantly instead of 
a rising one, there would have been more losses. But, too, there 
probably would not have been as much building, either. Actually, 
I am inclined to believe it is not enough just to say there was a rising 
curve of values, but there has been a rising level in the economy of 
the country and an increasing level of requirement standards in 
housing, and a general improvement of the situation in which housing 
investment can be made. 

Mr. Kitsurn. It all goes back to the fact that all of our experience 
in this whole housing matter has been in a rising real-estate market. 

Mr. Fo.ry. That is true. 

Mr. Kitsurn. And we have not run into trouble on matters of 
that kind. 

Mr. Foutry. We have had a variety of experiences since the begin- 
ning of insured mortgages. We have had what has been called 
recessions, and there have been some losses. However, the insurance 
reserves have been more than adequate to cover losses. 

Mr. Mutrer. Mr. Foley, I know vou covered the subject complete- 
ly in your lengthy formal statement that was filed, but I would like 
to see if I have clear what you are trying to accomplish by this bill. 
What are you trying to accomplish by this bill is really three things: 
No. 1, to get temporary housing in those areas where the Government 
must erect large installations during the clearing of the land and the 
erection of the installation, which is more or less temporary, to take 
care of the workers on the project during the course of construction; 
No. 2, to try to provide housing of a permanent nature for workers 
who will then be employed at those installations and in other defense 
areas where defense work is going on; and No. 3, to try to provide 
housing for personnel of the armed services at military installations. 
Is that generally so? 

Mr. Fo.try. Generally, yes. 

Mr. Mutrer. That is what you are seeking to accomplish by the 
bill; that is a fair summary of what you are seeking to accomplish? 

Mr. Foury. I think it isa fairsummary. It isa very brief summary, 
but a fair one. 

Mr. Mou trer. And you are going to do it, as far as possible, by call- 
ing on private enterprise to do the job? 

Mr. Fouiry. Correct. 

Mr. Mutter. And only where they fall down and cannot do the 
job will the Government step in? 

Mr. Forey. That, to me, is certainly the policy of the bill and will 
certainly be the attitude of the Agency. 
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Mr. Mutter. You have covered the question of the proposed rents 
in your lengthy formal statement on file, but I would like briefly to 
touch on that subject now, nevertheless. 

Are you permitted by this bill or will you be permitted by this bill 
to fix the maximum rents on these projects that are erected in accord- 
ance with the provisions of the bill? 

Mr. Fouey. Under title 1, FHA would control the maximum rents. 
Under title 11, we would have control of the rents. 

Mr. Mutter. You would have control? 

Mr. Foury. Yes. 

Mr. Mutter. So that the purpose will be to try to establish maxi- 
mum rents for these workers on these projects or personnel of the 
armed services, as the case may be, who may occupy those places, 
at sums that they can afford to pay? 

Mr. Foury. And, in back of that, trying by all the help we can give 
them to induce private builders to build in the rental brackets that 
will meet the particular needs of the area. 

Mr. Mutter. Of course, in fixing the rents, you will have in mind 
appropriate allowance for amortization and a fair profit? 

Mr. Foury. That is right. 

Mr. Mutter. And that is the good old American way. 

Mr. Foury. As I have always been taught it. 

Mr. Bucuanan. In the new proposed title IX, somewhere in your 
statement you say it is not quite as liberal as the old title VI but 
more liberal than section 203. Aside from the geographical determina- 
tion of a defense area, just how does it differ from 608? 

Mr. Foutry. Under title VI, as you will recall, a 90-percent ratio of 
mortgage was permitted on the basis of the Commissioner’s estimate 
of necessary costs. I think ‘“‘necessary current costs’? was used in 
later provisions of title VI. This bill, while it would permit the 
90-percent ratio, does not base it on the cost factor but on the valua- 
tion factor—the same factor that is used in the regular title IT peace- 
time operation. That is where the chief difference would be, and we 
think it is a very important difference. 

Mr. BucuHanan. It gives you that additional leeway? 

Mr. Foiry. Well, it gives us a better opportunity for more adequate 
control in the very difficult processing situations that arise. It will 
probably require something more of an investment by a builder than 
would ordinarily be the case where you are proceeding on a cost es- 
timate, and it removes many of the difficulties we have had in proc- 
essing where you have to base the finding on an advance estimate and 
the issue of a commitment thereon. 

Mr. Bucnanan. Now, somewhere in your statement you say— 
and have said here, probably—that this is a special-interest or private- 
interest housing bill. Are there any particular private interests in 
the building groups, home builders, real-estate boards, or savings- 
and-loan leagues that are opposed to this bill’s being enacted? 

Mr. Fouey. I have had no expressions of opposition. That does 
not necessarily mean there is no opposition. We have had consulta- 
tions on the problems involved with various elements of private in- 
dustry, as we normally do, to keep us constantly in touch through 
advisory committees, and so forth. In the approaches that have 
grown out of those developments of the problem, whether or not vari- 
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ous groups of private industry would support all of the provisions of 
the bill I have no way presently of knowing. 

Mr. Bucuanan. One question further. The abuses under 608 
were in the write-up of the land-acquisition cost where, in many cases, 
land was acquired for 1 or 2 percent of the then inflated value, which 
currently showed 10 percent of the project cost. Is there any au- 
thority in the new proposed title LX to limit that sort of abuse? 

Mr. Fotery. If you mean by that deliberate attempts to write 
up land values through wash sales, and so forth, administratively 
there is plenty of authority to control. In this title, if it is passed as 
written, it would become a valuation matter. The value of the land 
would be taken into consideration in arriving at a valuation for the 
housing project when completed. 

As to the mortgage itself, of course, this bill provides, as the other 
act did, that the mortgage shall not in any event exceed the amount 
which the Commissioner estimates will be the cost of the completed 
physical improvements; and that, I think, would meet your point, 
if I understand your point. That is the same provision that was in 
title VI. It gives the necessary authority to prevent artificial write-up 
of land values being reflected in the mortgage. 

Mr. Parman. Mr. Chairman, I will forego the opportunity to ask 
any questions at the moment, but I want to ask about this statement 
that I suggested yesterday be prepared on the prefabricated housing. 

Do you have that statement, Mr. Foley? 

Mr. Fouery. A statement to be prepared on prefabricated housing? 

Mr. Patman. Yes. 

Mr. Fo.ry. The one you asked for is being prepared now. It is 
not ready yet. It requires a considerable amount of research, since 
all of the matters you touched upon were not handled by us. 

Mr. Parman. I do not propose to push you on it, but I would like 
to know that it is being prepared. 

Mr. Foury. That will be prepared for the record. 

Mr. Brown. Mr. Chairman, I understand the witness has to catch 
a plane at 12:15. Therefore, I will forego asking any questions now. 

Mr. Nicuotson. Mr. Chairman, is Mr. Foley coming back again? 

Mr. Fouey. I will come back at the pleasure of the committee, 
except I will be out of the city for the next 2 days. 

Mr. Nicuotson. Well, I have a question here. I do not know 
whether you have touched on it or not. This section 205 on page 
29 reads ‘‘For the purposes of this title, the Administrator is authorized 
(without regard to secs. 1136 and 3709 of the revised statutes, as 
amended, sec. 322 of the act of June 30, 1932, as amended, the Federal 
Property and Administrative Services Act of 1949, as amended, or 
any Federal, State, or municipal laws, ordinances)” to do certain 
things. What does that mean? 

Mr. Fouey. Since it refers to a number of sections of law, I am 
going to have our general counsel explain that to you, with your 
permission. 

Mr. Firzparrick. The sections referred to are 1136 and 3709 of 
the revised statutes; 1136 requires the submission of detailed estimates 
before the erection of structures of a permanent nature and requires 
en approval by the Attorney General prior to the acquisition of 
title. 
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Section 3709 is the ordinary competitive bidding statute, which 
requires that all purchases or contracts for supplies and services be 
awarded only after competitive bidding. 

I might call your attention to the fact in connection with that 
particular section that on page 32 of the bill, in section 209 (a), the 
suspension of 3709 is only to the extent that this earlier exemption is 
consistent with the emergency needs. 

Section 322 of the act of June 30 limits expenditures for the annual 
rental of buildings to 15 percent of the market value and improve- 
ments thereto to 25 percent of the rent for the first year. 

The Federal Property and Administrative Services Act, as you 
recall, is one that relates to the disposition of various types of proper- 
ties or the purchase of supplies by the Government. 

Mr. Nicuoutson. Yes; but this gives you authority to bypass State 
laws, municipal ordinances, and things like that when you build 
these buildings in a defense area. 

Mr. Frrzparrick. That is perfectly true, Congressman. The Fed- 
eral Government is not subject to them. 

Mr. Nicuoxson. It gives you the right to dump your sewage into 
the estuaries and bays of places I represent which do not allow it. 
You could do that under this; could you not? 

Mr. Firzparrickx. I do not think we could do that under these 
provisions of the bill. 

Mr. NicHouson. Well, it gives you authority, as I read 205, to do 
all of those things. 

Mr. Firzpatrickx. No. The authorities you speak of in this bill 
with respect to municipal laws or ordinances are those relating to 
plans and specifications or permits to construct. 

Mr. Nicuotson. You have to comply with the zoning laws, and so 
forth? 

Mr. Firzparrick. The Federal Government is not subject to local 
building restrictions in the sense of building codes or zoning ordi- 
nances. It is not in any of its operations subject to those local 
requirements. 

Mr. Nicnotson. Mr. Foley, I understand this bill calls for about 
3 billion dollars. Would that have any effect on inflation do you, 
suppose? 

Mr. Fo.try. The bill does not call for 3 billion dollars in the sense 
of appropriations for that purpose. As I explained yesterday and 
tried to cover pretty fully in the formal statement you have, what it 
calls for is an authorization to insure mortgages to that extent—a 
pooled authority—rather than requesting it of Congress, as we would 
have had to do even if there were no defense emergency. Under the 
insured mortgage system, we would have had to proceed to ask for 
substantially that same amount, anyway. The only thing different 
about the proposal in this bill is that instead of coming in, as we would 
have had to do, and asking for upward of 2.75 billion dollars for the 
regular operation of the general housing program which it is con- 
templated will continue as long as the defense needs will permit and 
to ask, probably, for an additional authorization for the Wherry Act 
program, which is now beginning to be, in my opinion, quite successful, 
and for title I, section 8, for the small houses which this Congress 
authorized or which program is authorized by the Congress, it would 
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probably in total have amounted to considerably more. For that 
reason, since that would be in separate funds and would have to have 
been asked for in amounts sufficient to meet what we foresee as the 
probable contingency and yet not be transferable from one to another, 
this bill proposes a lesser sum than that probably would have been— 
our 3 billion dollars to be used in any of the titles except, as the bill 
now stands, in title VI, as the developing situation may require. 

It is not an appropriation. In answer to your question as to 
whether it would be inflationary, I think per se, no, unless we assume 
that there is to be no insured mortgage program and no general 
housing program earried on. 

Mr. Nicuouson, But if the program is carried on, you have to 
have the money. 

Mr. Fo.iry. You have to have authority to insure. Let me point 
out that that contemplates we might reduce the basis that has been 
established for this year in the general program. 

Mr. Nircuotson. How much is the operating expense going to be; 
do you have any idea? 

Mr. Foxy. Of the total bill? 

Mr. Nicwouson. Yes. 

Mr. Fo.try. I do not at this point. I think we could give you an 
estimate, but I do not have that in mind at this point. 

Mr. Nicuotson. I think we ought to have those things when we 
consider passing this bill. 

Mr. Fotry. We can develop for you an estimate. It would have 
to be geared to certain assumptions of activity, and that, of course, 
we cannot be sure of as the defense situation may develop. But on 
certain assumptions of activity, we can provide an estimate of the 
probable operating expense and will be glad to do so. 

Mr. Nicnotson. Mr. Chairman, I have a letter here from the 
Department of Public Health of Massachusetts, which is very much 
disturbed about section 205, that in their opinion and in the opinion 
I have, too, will permit you to go contrary to the laws of my State. 
So perhaps I had better put this in the record. 

The CHarrMAN. Without objection, it will be placed in the record. 
I have had referred to me a similar letter. 

(The letter above referred to is as follows:) 

THE COMMONWEALTH OF MASSACHUSETTS, 


DEPARTMENT OF PuRBtic HEALTH, 
State House, boston, January 18, 1951. 
Representative Donatp W. NIcHOLSON, 
House Office Building, Washington, D. C. 

DEAR Str: It has come to my attention that a bill (S. 349) has been presented 
to Congress, entitled “Defense Housing and Community Facilities Act of 1951.” 
Companion bills H. R. 1272 and H. R. 1273 have also been filed in the House. 
Section 205 of that bill empowers the Housing and Home Finance Administrator 
to proceed with the planning and construction of emergency housing units with- 
out regard to Federal, State, or municipal laws. ; 

I am of the opinion that the erection of defense housing without compliance 
to the State and municipal laws governing water supply, sewage disposal, and 
other health matters should not be authorized except in case of dire national 
emergency or for limited, temporary housing. During the past war any plans 
for the water supply, disposal of sewage, and other health measures for housing 
or other Federal installations were always discussed with the proper division of 
this department and the department’s approval secured in advance. The 
securing of such approval did not cause any delay in the defense efforts. 
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Further sections. of this law provide for the operation and maintenance of such 
housing by Federal authorities without regard for State laws and local ordinances 
and regulations which safeguard the health and welfare of the public. It is our 
conviction that for the safety of the tenants of such housing and in the interest 
of continued protection for defense all the safeguards which are provided the 
public should be made available to the tenants of these housing projects. We, 
therefore, urge that all such housing be required to be operated in accordance 
with the laws, ordinances, and regulations which prevail in the area where the 
housing is erected. 

I bring this matter to your attention because I feel that the passage of the act 
in its present form would undoubtedly result in the creation of public health 
problems. 

Sincerely yours, 
Vuavo A. Gettrinc, Commissioner. 

Mr. Foury. I would like to comment, if I may, very briefly on 
what Congressman Nicholson has pointed out with respect to 205. 
That is not any new authority. It substantially is the same as the 
provisions passed back in 1940 in the Lanham Act and kept in the 
Lanham Act in the course of all subsequent revisions made by the 
Congress. It is substantially the same—I think almost identical— 
in language. 

Mr. NicHotson. Just one other question. These houses are all 
going to be built in defense areas; is that right? 

Mr. Fotey. Correct—under this bill. 

Mr. Nicuoxson. In the last war, in the Fall River shipyard, which 
is a more or less famous place, the Quincy shipyard, and all of those 
shipyards, it was not necessary to build defense housing, because in 
a radius of 50 miles of Quincy the people who came to work lived in 
their own homes. Now, they are not going to do any more business 
this time than they did the last time, because they could not do any 
more, and why do we have to have it after we took care of this defense 
building before? 

Mr. Fouey. As I pointed out, if a survey finds no housing is needed, 
certainly we will not attempt to provide it. Certainly it does not 
follow, however—and I think you might want to get advice on this 
from other authorities in the defense field—it does not follow that 
the installations that may be necessary are going to be where the 
housing presently is. 

Mr. NicHo.tson. Well, we built a project down in North Carolina, 
I think, where the du Pont Co. is going to have a big area there, 
where they are going to make defense materials, and so forth. The 
law now gives a Government corporation for the national defense 
authority to build those things; does it not? 

Mr. Fouey. I do not know of such authority. Are you referring 
to the Atomic Energy Commission? 

Mr. Nicuoison. Well, that is one place where the Government 
spends all this money without any new legislation. 

Mr. Fotey. The Atomic Energy Commission projects, if you take 
one such as Oak Ridge, involved quite a previous experience in the 
development of Government-owned towns. One of the purposes of 
the proposed authorization in this bill is to avoid the necessity of 
building Government-owned towns but, rather, to have them 
privethiy developed and self-governed. 

Mr. Nicnotson. This place is in one of the Carolinas—I do not 
know which—but I read the other day that du Pont is going to build 
one of those towns. 
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What good is that town after the emergency is over? 

Mr. Foxiry. You are probably referring to the atomic energy 
installation on the Savannah River, for which I believe the du Ponts 
are the contractors. 

Mr. Nicuouson. Yes. 

Mr. Fotery. I have not understood the du Ponts are going to build a 
town; I have understood—and I am not at all sure my memory is 
right—that they are the contractors on the installation and will 
probably have a very considerable job to do in providing temporary 
quarters for the construction workers. But the installation, so far as 
any advice I can get is concerned, is conceived to be permanent. 

Mr. Nicuouson. Yes, but after the construction is finished, that 
produces this material, and you have to have people living there in 
decent housing. 

Mr. Foutey. That is right, and that is what this is aimed at, sir. 

Mr. Nicuotson. The Government is going to do that? 

Mr. Foutey. No, sir; not according to the proposals in this bill, if 
enacted. If applied to that area, title III of this bill might be used 
there. The other titles could be used in the surrounding towns to pro- 
vide housing in the ordinary way, although the surrounding towns are 
small, and many of them are far distant. 

Title III of this bill conceivably could be used to avoid that very 
necessity of building a Government town, since you will have perma- 
nent employees which are estimated now at 6,000, to be housed, and 
who cannot be housed on the reservation, according to the Atomic 
Energy Commission. 

Mr. Nicuouson. That is all, Mr. Chairman. 

The Cuarrman. I understand, Mr. Foley, you desire to leave the 
city. 

Mr. Fouey. I am sorry, Mr. Chairman, but for the first time in 
5 years, I guess, I am not able to put myself at the pleasure of the 
committee as to time today, tomorrow, and Thursday. 

The CHAIRMAN. You will be available if we need you in the future? 

Mr. Fouey. | will be available at any time after Thursday, sir. 

The CuarrmMan. We want to thank you for your statement, and 
we are glad to hear you. 

Mr. McDonoveau. Mr. Chairman, may I ask Mr. Foley one ques- 
tion? 

The CHarrmMan. Mr. McDonough. 

Mr. McDonovan. Mr. Foley, in the survey, the bill will authorize 
you to make in a community where private enterprise is not able or 
interested to build the buildings, and then you enter into the picture 
and build the housing. Do you have any yardstick on the cost per 
square foot of construction of that kind, for housing that private 
enterprise would not be interested in because it would not be a profita- 
ble venture? 

Mr. Foury. The bill itself sets certain limits on cost, and the limits 
on cost for housing to be probably constructed correspond with the 
valuation that would be set on private housing if the private housing 
used the full maximum mortgage and mortgage ratio provided in 
title 1 of the bill. 

I think a proper answer to your question would involve exploring the 
reasons why private enterprise was not interested in building. That 
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might be for a number of reasons. It might be because there is no 
local industry which is geared to do it. If it is sufficiently large, that 
could readily be met by bringing builders from elsewhere, as we did 
in the war. It might be because the situation is envisaged to be so 
temporary that it would not justify a private investment, in which case 
we would probably have to contemplate the provision of temporary 
shelter under title II, rather than permanent shelter. 

The CuarrmMan. The committee will now adjourn to meet to- 
morrow morning at 10:30 a.m. We will then have witnesses from 
the Federal Security Agency and the Department of Defense. 

(Thereupon, at 12:02 p. m., Tuesday, January 23, 1951, an adjourn- 
ment was taken until 10:30 a. m., Wednesday, January 24, 1951.) 
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WEDNESDAY, JANUARY 24, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to its adjournment, 
Hon. Brent Spence (chairman) presiding. 

Members present: Spence, Brown, Patman, Rains, Multer, Deane, 
O’Brien, McKinnon, Dollinger, Bolling, Burton, Fugate, Kluezynski, 
Gamble, Talle, Kilburn, Cole, Nicholson, McDonough, Widnall, 
Buffett, and Betts. 

The CuarrMan. The committee will come to order, please. The 
first witness is Mr. Ewing, the Administrator of the Federal Security 
Agency; accompanied by Dr. Scheele, the Surgeon General of the 
Public Health Service; and Dr. Lindman, of the Department of 
Education. You may proceed, gentlemen. If you have a prepared 
statement, Mr. Ewing, you may finish that before you are interrogated. 


STATEMENT OF OSCAR R. EWING, ADMINISTRATOR, FEDERAL 
SECURITY AGENCY; ACCOMPANIED BY DR. LEONARD SCHEELE, 
SURGEON GENERAL, PUBLIC HEALTH SERVICE, FEDERAL SE- 
CURITY AGENCY; AND DR. ERICK L. LINDMAN, DIRECTOR, 
DIVISION OF SCHOOL ASSISTANCE IN FEDERALLY AFFECTED 

AREAS, OFFICE OF EDUCATION, FEDERAL SECURITY AGENCY 





Mr. Ewinc. Mr. Chairman, I have a prepared statement which I 
would like to go through, if I may. 

The CHArRMAN. I am sure the committee will accede to your 
request. You may go through with it without interrogation, and then 
you may submit yourself for interrogation. 

Mr. Ewrnea. I have no objection to being interrupted in the course 
of this. 

The CHarrMAN. You may proceed. 

Mr. Ewinc. Mr. Chairman and members of the committee, I 
welcome this opportunity to testify in behalf of H. R. 1272 introduced 
by Chairman Spence. 

As its title states, H. R. 1272 is for the purpose of assisting the 
provision of housing and community facilities and services required in 
connection with the national defense. It seems to me that there can 
hardly be any disagreement with the basic purposes of this bill at a 
time when the Nation is committed to direct so great a proportion of its 
effort toward building up the necessary military strength to defend 
ourselves against Communist aggression. 
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I should like to explain, first of all, why I consider this bill an im- 
portant element of our over-all defense planning. We know now some 
things that we did not fully appreciate during the early stages of our 
mobilization effort 10 years ago. We know that without adequate 
housing and community facilities planned well in advance, the effi- 
ciency of production in key defense plants may be severely impaired. 
In the emergency period 10 years ago we waited until congested areas 
were bursting at the seams before recognizing the human problems 
involved and providing for them. We recognize now, as we did not 
fully realize then, that when a big new defense plant—such as the 
Atomic Energy Commission’s installation scheduled to be built in 
South Carolina—is put under contract, that we must simultaneously 
begin the necessary planning to provide adequate housing and com- 
munity facilities both for the construction workers and for the per- 
manent production workers who may be needed. 

Inadequate housing, inadequate schools, inadequate hospitals and 
health facilities, inadequate sanitation and other inadequacies of com- 
munity living may delay or interrupt the defense production time 
schedule seriously. An epidemic among either construction workers 
or production workers which results from poor sanitation may cost 
the defense effort of the Nation hundreds of times what we would have 
had to pay for adequate local sanitation facilities. These facts we 
know. Our appreciation of their meaning is the fundamental justi- 
fication of this bill. 

We know that defense industry will call for more and more workers. 
Obviously, we should, as far as we can, locate defense production in 
places where factories and potential labor supply already exist. This 
will prevent needless migration and conserve the demands upon hous- 
ing. But even so, there will be some defense migration. It may be 
sizable. New installations are already being planned. The work of 
the Atomic Energy Commission, for example, will bring serious prob- 
lems of in-migration not only to the South Carolina area I have already 
mentioned but to areas like Paducah, Ky., and others. Big new steel 
mills will be built in eastern Pennsylvania and Connecticut. Conges- 
tion will certainly result. In such regions, and many others, we will 
again face shortages in housing and in community facilities and com- 
munity services as we did during World War II, even though migration 
will undoubtedly fall far short of the figure of 9,000,000 who moved 
during the first half of the 1940’s. 

This bill takes time by the forelock. It gives us a chance to fore- 
stall stress and strain and crisis in the everyday living of people in 
defense communities. Only through timely community planning, 
which parallels in point of time the approval of huge defense contracts 
or the activation of military camps and other establishments, can we 
do our utmost to be sure that production and military schedules will 
be met. 

You have already heard discussions from Mr. Foley, the Housing 
and Home Finance Administrator, of the parts of this bill which are 
concerned specifically with housing and facilities in aid of housing. 
The justification of defense housing needs lies outside the purview of 
the Federal Security Agency. We in the Federal Security Agency are 
concerned with title Il of the bill, a major part of which deals with 
the provision of community facilities, other than the housing facilities 
mentioned above, and community services. I should like to discuss 
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my understanding of the types of community facilities and services 
which would be provided under this title and the way in which I 
assume the provisions of the title would be administered. 

In concrete terms, the community facilities I have in mind are 
schools, hospitals and health centers, sewers, sewage-treatment works, 
waterworks and water systems, recreation buildings, and other struc- 
tures which are essential to normal community living. In new com- 
munities which spring up as a result of new industrial plants or military 
installations, the provision of new schools to take care of the children 
of the construction workers, or new hospital facilities to take care of 
an influx of production workers, may well cost more money than the 
community can possibly afford to pay. The Federal Government 
must help provide these facilities to make decent community living 
possible. Self-respecting workers and their families should not be 
asked to move into areas lacking in essential community services, and 
they will usually refuse to do so if asked. 

Where large new housing projects develop rapidly adjacent to mili- 
tary establishments or large new industrial plants, there are almost 
always problems of providing adequate school, health, and other com- 
munity services. In other cases, even where no substantial increase 
in housing is required, serious problems of community services May 
develop. The reactivation of military installations puts pressures on 
neighboring communities. In some congested areas the most serious 
problems may turn out to be not housing, but schools, hospitals, sani- 
tation, and recreation. 

The experience in World War II was that where these facilities were 
inadequate there would be a very high turn-over of labor. People 
would move in and stay there for awhile and then just leave because 
the conditions were not such that were desirable, and they would 
rather go some place else. 

The purpose of the language in this bill which grants authority for 
the— 

* * * provision, or for the operation and maintenance, of community faciii- 
ties and equipment therefor, or for the provision of community services * * *— 
is presumably to supplement, and not to replace, basic programs 
which have been developed under Federal law since the end of World 
War II for the provision of community facilities of various types, in 
accordance with carefully laid plans. The Federal Security Agency 
already has responsibility for three major programs for the provision 
of community facilities and services, for the construction of hospitals, 
for aid in the development of adequate sewage-treatment works and 
water-pollution-control programs, and for the construction and main- 
tenance of schools in areas overburdened by Federal activity. These 
are cornerstones of community facilities legislation which are inval- 
uable in peacetime and of great value in a period of defense mobiliza- 
tion. Nevertheless, they now need supplementation. When we cannot 
move fast enough or with sufficient assurance under existing law, we 
should be able to break bottlenecks and assure the provision of essen- 
tial facilities. Even more important, there is need to go beyond the 
scope of present law by authorizing the provision of a greater variety 
of facilities and services than these three programs of which I have 
spoken. No authority now exists for aid in the construction of 
waterworks, trunk sewers, community recreation buildings, day-care 
centers, fire and police stations, and so forth. 
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The bill before you could have been designed in any one of three 
ways. It could have been written so as to vest all of the authority in 
the President with a statement of intent that the various parts of the 
bill were to be administered by those Federal agencies best equipped 
currently to conduct them. It could, secondly, have been written in 
such a manner as to spell out in detail those parts of the total housing 
and community facilities program which were to be carried out by 
the various Federal agencies which are equipped to handle them. 
Instead of either of these approaches, H. R. 1272 has been written 
to vest responsibility in the Housing and Home Finance Adminis- 
trator for the administration of the entire act, with a section which 
grants authority to the President-—section 214—to transfer to other 
departments or agencies which are equipped to handle them, responsi- 
bilities for the provision of community facilities and services concern- 
ing education, health, refuse disposal, sewage treatment, recreation, 
water purification, and day-care centers. The first and third methods 
have the merits of simplicity. This is because it is not easy to spell 
out in detail in law the specific responsibilities of two agencies which 
will have to work as closely together as the Federal Security Agency 
and the Housing and Home Finance Agency will have to do to assure 
the successful administration of this program. 

I would like to make perfectly clear, however, my assumption of the 
responsibilities which the Federal Security Agency should bear in the 
interest of economy, speed, and sound planning if H. R. 1272 is en- 
acted—and I certainly hope it will be soon. I assume the President 
will transfer to the Federal Security Agency the responsibilities which 
section 214 authorizes him to transfer; namely, responsibility for the 
provision of community facilities for education, health, refuse disposal, 
sewage treatment, recreation, water purification, and day-care centers, 
and the provision of community services. These are the concern of the 
Federal Security Agency. We have going programs involving the 
major part of these community facilities. Any supplementary author- 
ity must be carefully administered so as to dovetail with these going 
programs and not work at cross purposes with them. Unless the law 
is administered by transferring these functions to the Federal Security 
Agency, the Housing and Home Finance Agency would have to build 
up a professional staff to duplicate that which already exists in the 
Federal Security Agency. This would be unconscionable. It would 
be wasteful, confusing, and inefficient. It would defeat the very pur- 
poses this bill attempts to achieve. 

I can make clear the importance of having the law administered in 
the manner I have described by giving you a picture of our going pro- 
grams in the community facilities and services field and our experience 
during World War II. I want to mention briefly several pieces of ex- 
isting legislation—together with other program responsibilities of the 
Federal Security Agency—to which the provisions of title II of H. R. 
1272 must be related: 

(1) Water and sewage facilities: The Public Health Service for 
many years has been recognized as the Federal agency with primary 
responsibility in the field of municipal water and sewage utilities be- 
cause of their fundamental and well-understood relation to public 
health. For over a quarter of a century the Public Health Service has 
been actively engaged in the development of standards, design require- 
ments, and recommended operational practices in this field. Further- 
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more, the Public Health Service is looked to traditionally by the State 
departments of health which have legal jurisdiction over waterworks 
in their respective States and by the waterworks industry for technical 
leadership, assistance, and consulting services. In the case of com- 
munity water supplies, the approval of new systems, proposed exten- 
sions, alterations, or structural changes and the approval of the opera- 
tion of such systems is the legal responsibility of the State health 
departments. The Public Health Service, through its regional offices, 
carries on a continuous program of assistance and consulting service 
to the States in this regard. 

The collection and treatment of community and industrial wastes 
is closely related to public water supply. In 1948 the Water Pollution 
Control Act—Public Law 845, Eightieth Congress—assigned to the 
Public Health Service the responsibility of developing comprehensive 
programs for the abatement and control of water pollution in the 
United States and for Federal financial aid in the construction of waste- 
treatment works. 

The comprehensive programs being developed under the authority 
of the Water Pollution Control Act will be a primary factor in deter- 
mining the need for sewage-works construction in connection with de- 
fense. Data already collected provide the Public Health Service 
with background and knowledge on 20,000 principal sources of pollu- 
tion and their effect upon the water resources of the Nation.  Pri- 
ority in developing remedial measures is now being given to areas that 
may become critical because of mobilization activities. Reports on 
the comprehensive programs can be used in deciding not only where 
new or expanded industry should be placed, but also as to the char- 
acter and extent of waste treatment that will be needed in those 
locations. 

It is thus essential that the provision of water and sewage facilities 
and services in defense areas—as authorized in H. R. 1272—be ad- 
ministered by the Federal Security Agency through the competent 
professional staff of the Public Health Service now administering the 
Water Pollution Control Act. To do otherwise would be costly, 
duplicating and confusing. 

(2) Hospitals and health facilities: Since the Hill-Burton Act was 
passed in August 1946, the Public Health Service has been responsible 
for the administration of a broad cooperative Nation-wide program 
for the development and construction of hospitals and health centers. 
This involves local communities, State agencies, and a considerable 
staff of specialists in both the field and Washington. The State 
agencies, in cooperation with the Public Health Service, have been 
engaged during the past 4% years in the only comprehensive planning 
ever done toward developing a hospital system designed to serve the 
needs of the Nation as a whole. The result of all this has been the 
approval of more than 1,550 hospitals and health centers to date, in- 
volving more than 73,000 beds and 295 health centers. 

In the interests of effectiveness and economy, it is in my opinion 
absolutely essential to use the existing organization and professional 
staff of the Public Health Service, developed to administer the Hill- 
Burton Act, for such supplementary hospital facilities and services as 
may be needed in defense areas and provided for under H. R. 1272. 

(3) Edueational facilities and services: The Eighty-first Congress 
went into the school problems of areas overcrowded because of Federal 
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activities. Considering both the lack of schools and of-money to run 
them, it- passed two bills providing assistance to such communities: 
Public Law 815, enacted last September 23, authorizes construction of 
critically needed school facilities, together with a Nation-wide survey 
of all school building needs. Public Law 874, passed on September 30, 
authorizes assistance for current operating expenses in those areas. 

The programs authorized by these two acts are now operating in the 
Federal Security Agency, through the Office of Education. We have 
found that the schools in many communities are already under a good 
deal of pressure because of the population attributable to existing 
Federal activities. New defense activities will inevitably add to this 
pressure. And failure to provide for this added pressure will in turn 
make it harder to recruit workers; it will bear down on the productivity 
and morale of those that are recruited; and it will aid and abet juvenile 
delinquency. 

One example of what we can expect as we look ahead occurs in a 
rural county, adjoining the site of an Atomic Energy Commission 
plant about to be constructed. AEC officials reported to us last week 
that we may expect an additional 2,000 children in the schools as of 
next September. Under the two laws which the Congress recently 
enacted, the school districts in this county will become entitled to 
Federal aid. Supplementary aid, through the bill now before you, 
may be needed to assure that schools are available when the construc- 
tion workers and their families move in. 

It seems clear beyond question that unless the same agency—the 
Office of Education of the Federal Security Agency—which now ap- 
proves the allocation of funds for the construction of schools under 
Public Law 815, for school districts burdened by Federal activity, also 
passes upon the application for funds to build schools under this bill— 
H. R. 1272—very awkward and uneconomical administration of the 
two laws will occur. Section 214 of this bill should certainly be used 
to transfer to the Federal Security Agency responsibility for admin- 
istration of that portion of this bill concerned with the approval of 
projects for the construction of schools and their maintenance and 
operation, to be administered through the Office of Education. Any 
other arrangement would be wasteful and unmanageable. 

(4) Day care and rehabilitation: While most of the programs 
contemplated by this proposed bill are aimed at offsetting the problems 
caused by defense migration, it also wisely provides for action which 
will help minimize migration and the resulting demands for new 
housing. With this second purpose in view, section 2 speaks of ‘other 
additions to the local labor force,’’ as distinguished from outside 
workers coming from other areas. 

Looking ahead today, we must assume that many mothers will take 
defense jobs, even though the President has recently stated that in 
the recruitment and training of women defense workers, major em- 
phasis should be on bringing in those without young children. The 
welfare of their children—whether of preschool or school age—will be 
a prime factor not only in the decision of mothers to take defense jobs, 
“ot also in their efficiency, morale, regularity, and continuity on the 
job. 

I think there is no question that some provision for children will 
have to be made in defense areas—and I would expect this to include 
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day-care centers, foster day-care homes, and extended school services 
for school-age children. 

Such care is basically a local responsibility, but Federal consultation 
and limited aid may be needed. Community plans and standards of 
care should take into account existing facilities and services—both 
public and voluntary—so that Federal help will be required only as a 
supplement to existing local resources, with due regard for the sub- 
stantial part to be played by the private agencies. 

With respect to Federal leadership, and administration of day-care 
services, the appropriate agencies are the Children’s Bureau and Office 
of Education in the Federal Security Agency. These two units 
worked together during World War II in helping to develop the 
Nation-wide day-care program for which the President’s emergency 
fund provided an allotment. They have had ample experience through 
this and other activities in joint planning with State and local author- 
ities and with private agencies; and they would be well equipped to 
carry out the provisions for day care included in H. R. 1272. 

Another important source of local manpower is the handicapped— 
the disabled men and women whom rehabilitation can return to pro- 
duction work. 

I would assume that the definition of both “community facilities’’ 
and “community services” in section 215 of the proposed bill would be 
construed broadly to include rehabilitation centers and accompany- 
ing services for this purpose—increasing defense-labor supply within 
the community. The 2,000,000 disabled men and women not now 
productively employed constitute a major untapped manpower pool— 
not only for defense production, but also for supporting community 
services vital to the Nation’s health and welfare. 

Here, again, the Federal Security Agency has a going program under 
the Barden-La Follette Act. Our Office of Vocational Rehabilitation 
has professional competence, and an established framework of close 
cooperation with State and local agencies and with voluntary organi- 
zations. We should capitalize on all of this as we integrate rehabilita- 
tion into the defense program. 

(5) Recreation: In World War II, the Federal Security Agency 
provided the professional staff to identify minimum community 
recreation needs in both military and industrial congested areas. 
This responsibility was placed upon the Agency by Executive order 
and supplemented by further agreements with the Defense Estab- 
lishment, the Federal Works Agency, and the United Service Organi- 
zations. Later, the Agency’s continuing responsibility in this field 
was recognized in President Truman’s message accompanying Reor- 
ganization Plan No. 2 of 1946. 

During World War II, it was abundantly evident that opportunities 
for decent recreation were essential in defense production and military 
areas. Experience proved how much it contributed to the mental 
health, the strength and stamina of people working at top speed in 
war plants, and too often living in overcrowded quarters or traveling 
long distances to and from work. Recreation also was essential in 
communities adjoining military installations to provide decent activi- 
ties for our boys in their free time. Regardless of other incentives, 
people need a chance to be human beings, to have places to go in 
their time off where they could find wholesome amusement and 
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relaxation suited to their age and taste. Recreation is closely bound 
up with people’s health, and moral behavior. This interrelationship 
reenforces the Federal Security Agency’s concern about adequate 
constructive recreation, especially in defense areas. On the basis of 
this past experience, I am sure that the provision for recreation in 
the present bill is a wise one. 

On all of these fronts—health, education, welfare, and recreation— 
the Federal Security Agency has both experience and organization. 
We have a field organization which covers the United States. We 
have not only 10 regional offices, but also 553 other offices from which 
we reach more than 3,000 communities at regular intervals. Such 
a far-flung field organization is of very great value in maintaining 
contact with community problems as they develop and in heading’ 
off serious situations before they arise. A small community near a 
reactivated Army camp, or near a small but kev defense plant may 
have difficult problems needing attention even though they are not 
so dramatic as those caused by a new atomic energy plant. The 
Federal Security Agency is in an excellent position to maintain a 
continuing survey of areas which may be congested by military activity 
or defense production. It is also in a logical position to follow up 
such preliminary surveys and help communities determine the most 
economical manner of meeting their needs for community facilities 
and services. 

These community facilities and services which I have enumerated 
are activities with which the Federal Security Agency has had long 
and extensive experience. Our World War II responsibility for the 
operation of the community war services program, plus the postwar 
assignment to this Agency of responsibility for the orderly develop- 
ment of various community facilities and services other than those 
which are strictly related to new housing projects makes it logical 
that responsibility under this act for projects involving hospitals, 
health centers, schools, sewage treatment works and waterworks, day 
care and rehabilitation centers, and recreation centers be assigned to 
the Federal Security Agency. I believe that section 214 was included 
in this bill in the expectation that such an assignment of responsibility 
would be made. If, however, there is any doubt about this, then I 
urge that Congress indicate its desires in more specific language. 

I might say that one of my people who looked over this statement 
thought that I might there be suggesting that the bill be rewritten so 
as to define specifically our responsibility. That is not what I have 
in mind, because I think it is very difficult to spell out in exact 
language as of today what ought to be done at a future time. I think 
the delegation to the President of the power to assign these functions 
is much the better way because that makes for flexibility and easy 
adjustment. 

We of the Federal Security Agency are only indirectly concerned 
with title III of the bill which on its face seems to pertain exclusively 
to the acquisition, use, and judicious disposal of sites for necessary 
community development in isolated areas adjacent te defense installa- 
tions. However, section 303 of title III is of considerable concern 
to us. 

Section 303 authorizes payments in lieu of taxes on any real property 
or defense installations acquired by the Federal Government in 
isolated areas. As presently written, section 303 might be construed 
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to permit grants or other payments for exactly the same purposes as 
are authorized under title IT. 

It is our understanding that the Housing and Home Finance 
Agency agrees that the wording of this section needs reconsideration. 
We will be glad to help work out language for your consideration 
which will make sure that title II and title ILI do not become seriously 
confused. 

In conclusion, I would like to reaffirm my conviction that this bill 
is genuinely needed now in order to permit sane and economical 
planning. Manpower is one of our most vital production resources. 
If we are to have productive manpower where we need it during this 
mobilization period, we must be prepared to provide the facilities and 
services essential to a decent community existence. 

The CHarrMANn. Mr. Ewing, I am very deeply interested that there 
should be no abrogation of the powers of the Public Health Service to 
control sewage disposal and the pollution control of streams. That is 
due to the fact that eight of the nine counties that I represent border 
on the Ohio River. The Ohio River is the only source of water supply 
for those people and literally millions of others. The Public Health 
Service has started a program of cleaning up that river and I think 
they have made some progress. The water we drink from the Ohio 
River always tastes of chlorine and usually of phenol, and I remember 
during the war that the taste varied from week to week depending 
upon the volume of industrial waste deposited by the industries 
located along that river. 

Now, I hope that you will have control over the disposal of indus- 
trial waste and sewage that goes into that river because if it is not 
controlled it will undo all of the good work that has been done. 

There is a great laboratory which is going to be established in 
Cincinnati for the purpose of ascertaining the polluting substances 
that go into the river, and great work is being done there, and I do 
not want to see that work impaired in any way. 

Now, do you think under the terms of this bill that your hands will 
be weakened in regard to controlling sewage disposal and water 
pollution? 

Mr. Ewina. I would not anticipate it, but if I were going to suggest 
any change it would be some statement either in the general purpose 
at the beginning of the bill, or even in the committee’s report, of their 
desires on that as an expression to the President of the way Congress 
would like to have this delegation of powers handled, and I think that 
would be helpful. 

The Cuarrman. If you have any suggestions or any amendments 
to offer, we shall be glad to have you submit them because I want to 
see that this work continues and that it is not impaired in any way by 
reason of these installations. 

Mr. Ewinea. We shall be glad to submit them. 

The CuarrMan. I do not think it is at all necessary, in order to 
make it effective, that you should give them control over sewage and 
water pollution, because there is an adequate agency of the Govern- 
ment to take care of it. I think they should be subjected to the same 
rules and laws that other people are subjected to who have established 
agencies along our watercourses, and I cannot see any reason why they 
should not agree to take over these installations subject to those 
same rules and laws. 
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Mr. Ewrna. That is our view, Mr. Chairman. 

The Cuarrman. If there is any way in which you can feel you can 
strengthen your hands in this respect I wish you would do so. 

Mr. Ewrnc. Thank you. 

The CuarrMAN. Because that question is one of the great questions 
presenting itself to the people today. We have destroyed the useful- 
ness of our rivers. The Ohio River, which was once a beautiful river, 
is now an open sewer. The recreational value of the river is gone and 
the supply of water for the people is not only nauseous to think about, 
but it is a menace to health, and I hope that your good work can con- 
tinue in that respect. 

Mr. Ewrne. Thank you, sir. 

Mr. Brown. Mr. Chairman. 

The Cuatrman. Mr. Brown. 

Mr. Brown. Mr. Ewing, in order to carry out the suggestion of 
Chairman Spence and others, and in furtherance of that suggestion I 
have prepared an amendment, and I wish you would look it over and 
see if it meets the needs outlined by the chairman. It is short, and I 
will read it to you: 

Page 36, line 17, change ‘“‘may”’ to ‘‘shall’’. 

Page 37, line 2, change ‘‘may”’ to “‘shall’’. 

Page 37, line 3, substitute a period for the colon, strike out the proviso and 
insert in lieu thereof the following sentence: 

“In the event the functions, powers, and duties of the Administrator authorized 
to be transferred by this section are not so transferred, the Administrator shal 
perform such functions, powers, and duties subject to the concurrence of the 
Federal Security Administrator, except with respect to the provision of police and 
fire protection.”’ 

Mr. Ewrna. Yes. 

Mr. Brown. Does that carry out your view pretty well, Mr. Ewing? 
If it does not I wish you would take this and study it. 

Mr. Ewine. Yes; may I study it and present my views? 

Mr. Brown. Then supply the record with your comment about it. 

Mr. Ewrna. Yes. 

(The above matter was later discussed by Mr. Ewing and appears 
on pp. 117 to 119.) 

Mr. Parman. Will the gentleman yield for a question? 

Mr. Brown. Yes, Mr. Patman. 

Mr. Parman. You know, we brought this up yesterday, or the 
chairman did, and if you will notice, commencing at line 13, page 36, 
the bill enumerates these different facilities, “with respect to the con- 
struction, maintenance, or operation of community facilities for 
education, health, refuse disposal, sewage treatment, recreation, water 
purification, and day-care centers, or the provision of community 
services.”’ 

Why can you not change your language just a little bit and make it 
plain that these are not frozen in the Housing and Home Finance 
Agency in the beginning, but that it is left to the President in the 
beginning to say where they go? I think it is the same intent. 

The CuarrMan. I suggest that Mr. Ewing go over this and draw up 
an amendment which will secure the rights of the Federal Security 
Agency in these respects. 

Mr. Ratns. Mr. Chairman. 

The Cuarrman. Mr. Rains. 
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Mr. Rarns. In this connection, I assume we want to get one thing 
straight. As I understand it, the idea of Mr. Patman, Mr. Brown, 
and | think of the chairman, is that you want to give to the President 
the right to assign it to the agency where he thinks it should go with- 
out having to take it out of any agency. 

The Cuarrman. In other words, here it is actually vested in the 
Housing and Home Finance Agency. 

Mr. Parman. If this committee puts it in an agency, then the 
President, presumably, with some reluctance would take it out, and 
he has then taken something away from some agency whereas, if, 
in the beginning, you give him the power and the duty, I think it is 
different. : 

There is one other suggestion I have to make, and Mr. Spence, 
the chairman, suggested it yesterday. It is so sound that I am in 
accord with his views on it. On page 4 of Mr. Ewing’s statement, in 
the last paragraph, he says: 

The bill before you could have been designed in any one of three ways. 


Now, here is a way in which it could have been designed so that 
it would carry out Mr. Spence’s suggestion: 

It could have been written so as to vest all of the authority in the President 
with a statement of intent that the various parts of the bill were to be administered 
by those Federal agencies best equipped currently to conduct them. 

Further, Mr. Brown’s amendment is intended to carry out that. 

Mr. Brown. Yes, | think it does carry that out. 

The Cuarrman. We would like to have your opinion on it, Mr. 
Ewing. You know the purpose of it, and I think the committee will 
be very sympathetic with the desire to give you the full powers that 
you now have in the control of the disposal of sewage and the control 
over water pollution because you have done good work in that field, 
and everybody recognizes that. 

Mr. Ewinec. Thank you, Mr. Chairman. 

Mr. Brown. Mr. Chairman. 

The CuarrmMan. Mr. Brown. 

Mr. Brown. Mr. Chairman, I received a letter from Miss Clyde E. 
Pettus, an associate professor of Emory University, which I wish you 
would read to the committee and comment upon it. 

Mr. Farman. Is that about library facilities? 

Mr. Brown. Yes. 

Mr. Parman. I assume that this bill covers library facilities; at 
least I hope it does. 

Mr. Brown. I want to make it plain as to whether or not it does 
cover libraries. You have the letter there, will you please read it? 

Dr. LinpMaANn. The letter referred to is from Miss Clyde E. Pettus, 
associate professor of Emory University, Georgia, under date of 
January 16, 1951, and it reads as follows: 

Dear Mr. Brown: I understand that hearings on the legislation, Defense 
Housing and Community Facilities and Services Act of 1951, will soon begin in 
the Senate and in the House. This bill is for the purpose of providing Federal 
funds for housing and community facilities for defense impacted areas. In 
listing the community services the bill refers to educational and recreational needs 
but does not mention the library as the agency to furnish these services. The 
bill is H. R. 1272. 

It is urgent that the library be specifically named in the bill and that emphasis 
be given to the need for technical books for retraining defense workers as well as 
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the informational and morale-building library materials for the families of both 
military and civilian personne!. Iam asking you as a member of the Committee 
on Banking and Currency to make sure that there is specific mention of the library. 

I believe that we can count on your interest in libraries since you voted in 
favor of H. R. 874, the library demonstration bill, which lost by such a narrow 
marcin in March of last year. The new bill is another attempt to supply much- 
needed library materials to communities that lack them. In defense areas the 
lack of iibrary materials could result disastrously for the war effort. 

Mr. Brown. Is that covered in this bill? 

Dr. LinpMan. As the letter indicates, libraries are not specifically 
mentioned in the bill, and I presume it would be up to the Adminis- 
trator of the Jaw to determine whether or not library services are 
included. The listing is not presumed to be exhaustive. It says 
that community services shall include building, but whether or not 
libraries would be included as the legislation now reads, I assume is 
up to the Administrator. 

Mr. Parman. But the Administrator could construe it to mean that 
under this language. 

Dr. LinpMAN. Yes; I think so, although I am not an attorney. 

Mr. Parman. We must make it plain in our report. 

Mr. Brown. What objection would there be to including library 
services? You cannot teach a child without books. 

Dr. LinpMaAN. I personally would see no objection to it. : 

Mr. Ewina. There certainly would be no objection to putting the 
word in the legislation. I would construe the word “education’’ to 
be more inclusive than simply a school building, but if there is any 
doubt about it there is no reason why the word should not be inserted 
in the bill. 

Mr. Tauxie. Mr. Chairman. 

The Cuarrman. Mr. Talle. 

Mr. Tauxie. Mr. Ewing, I should like to have something clarified, 
something that relates to the matter which has just now been dis- 
cussed. I refer to your statement on page 4, to which Congressman 
Patman has just referred, and I quote only one sentence from it: 
“The bill before you could have been designed in any one of three 
ways.” Then you explain those three ways. 

Now, when Mr. Foley testified the first day of the hearings I 
asked the following questions: 

Mr. Tati“. Who has the real power under the terms of this bill? 

Mr. FoLtey. You mean with respect to that last subject we discussed? 

Mr. Tatie. No; with respect to everything in the bill, who has the real power? 

Mr. Fo.ry. The power or special authorities conveyed in title II and in title 
III would be in the Administrator subject to a finding that their use was necessary 
when given to us by the President, and also in title I for the insuring of mortgages, 
subject to the programing authority in the Administrator it would rest in FHA, 
the Commissioner. 

Mr. Tauue. In other words, then, the real power under this bill would lie in 
the hands of the President? 

Mr. Fouiry. Yes; the real power would lie in the hands of the President, because 
he would determine when and where any of the powers should be used. 


That is the end of the quotation from the first day’s hearings. 

I wanted to clinch that point because, as I look at the bill, while 
the administration is in the hands of the Housing and Home Finance 
Agency, above that authority is the President with his power. <Ac- 
tually H. R. 1272 does give the real power to the President. 

Mr. Ewrnea. Well, I would think, Mr. Talle, that the primary 
authority, as this bill is written under titles I and III, would be in 
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the Housing Administrator. Title II vests responsibility in the 
Housing Administrator, but gives the President the power to delegate 
those powers, take them away from the Housing Administrator and 
put them somewhere else. 

I have not really concerned myself greatly with title I because it 
was outside of our bailiwick, and we only had one point to give us 
any concern in title III. As to title II it seems to us that it does 
vest authority originally in the Housing Administrator, but gives 
the President the power to take away. Now, it is true that there 
could be a certain type of finding required by the President, and I 
suppose that starts the machinery going, but from there on the 
Administrator of the Housing Administration free wheels. 

Mr. Tautuie. Then I would suggest, Mr. Ewing, that you and Mr. 
Foley get together on that and let me know who really has the au- 
thority so that there is no conflict of opinion. As a member of the 
committee [ do want to know who has the power. That is my 
concern. 

Mr. Ewina. I shall be glad to, Mr. Talle. 

Mr. Tauur. Next, I have some questions with reference to per- 
sonnel. How many persons do you have on your payroll at the 
present time in the Federal Security Agency? 

Mr. Ewrna. I would guess around 36;000. 

Mr. Tautuer. Perhaps you could check that for the record. 

Mr. Ewrna. Yes; 1 can get it for you exactly. 

Mr. Tauxe. And the cost of the personnel is how much? 

Mr. Ewrna. I would not know; I would have to get that for you. 

Mr. Tatur. Perhaps that could be supplied for the record. 

Mr. Ewrna. Yes. 

(The information requested was later given by Mr. Ewing and 
appears on p. 117.) 

Mr. Tauuie. As I remember your programs from your statement, 
you spoke of health, education, welfare, and recreation. 

Mr. Ewrna. That is true. 

Mr. Tauue. Is that right? 

Mr. Ewrna. Yes, sir. 

Mr. Tautite. Then my question is, Do vou have enough staff or 
personnel now on your payroll to carry out the added work which 
would be required by the enlargement that you propose in these four 
fields? 

Mr. Ewina. It would depend entirely, I think on the extent of this 
work. At no time do I think that it would require a great deal of 
additional help. For instance, we have now an engineering staff for 
the Hill-Burton Construction Act. If a greater volume of plans and 
specifications come in we might have to increase that staff, but I 
think it would depend entirely on the volume of work, and I could 
only make a wild guess at what that increased volume would be, and 
I dare say that you would feel the same way. 

Mr. Tate. In connection with your planning for what is proposed 
in this bill has your Agency considered the hiring of additional 
personnel? 

Mr. Ewrna. Not that I know of now. That is just a thing that we 
would not normally get into until we got onto it. 

Mr. Tauie. Then, as of this hour, it is not possible to state whether 
new personnel will be added, nor what the cost of that personnel 
would be? 

78408 
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Mr. Ewrna. No. I would assume that there would be some in- 
crease. If the volume increased, yes, we would need extra personnel. 
I think it would be in the lower grades of personnel on the whole 
because our supervising organization is in existence to a substantial 
extent. I can only generalize in that way right now, Mr. Talle. 

Mr. Tatxie. Thank you, Mr. Ewing. That is all. 

Mr. Patrman. Mr. Chairman. 

The CuarrMan. Mr. Patman. 

Mr. Parman. This bill clearly includes schools near war plants, 
does it not, Mr. Ewing? 

Mr. Ewrnea. Yes, sir. 

Mr. Parman. And all of the aid that has been given to schools in 
the past, specifically during World War II, would be extended under 
this bill and similar facilities in the present emergency? 

Mr. Ewrna. Yes; I think that is correct, Mr. Patman. I do not 
recall anything that would not be included. 

Mr. Parman. That would not be included? 

Mr. Ewrna. Yes. 

Mr. Patman. I will pass for the present, Mr. Chairman. 

Mr. Kitsurn. Mr, Chairman. 

The Cuarrman. Mr. Kilburn. 

Mr. Kitsurn. Mr. Ewing, I wonder if you would clear up my 
mind on one thing: Is there any overlapping between your Agency 
and the State agencies that handle health problems? 

Mr. Ew1na. No; very definitely not. I am very careful to avoid 
that. 

Mr. Kitnurn. Would there be any facilities or developments pro- 
vided in this bill which should be handled by the States? 

Mr. Ewrna. Yes; a great many. 

Mr. Kitsnurn. Who is it determines who shall handle it, the State 
or you? 

Mr. Ewrnc. Our whole philosophical approach is to have as much 
of it done locally as possible, either at the local or the State level. 
When we have done that there is still too much for us to do, but our 
whole philosophy is to try to get the local agencies to carry as much 
of the burden as possible. 

Mr. Kiitrurn. There must be some way of telling who should 
handle it, the State or Federal agencies. 

Mr. Ewrna. It depends on the specific problem involved. Take 
an over-all epidemic that covers a lot of States. There it is obvious 
that the Public Health Service is best equipped to do that type of 
work, but you also call on the health departments of the various 
States for such help as they can give. There has been a cooperative 
program developed in that field through the whole life of the country, 
almost, so that we have very good working relations there. 

Mr. Kitnurn. What brought it to my mind is the chairman’s 
mentioning the Ohio River. That, I presume, would be under the 
Federal Government because there would be no State to logically 
take it over. 

Mr. Ewina. That is true. 

Mr. Kirsurn. But as to defense plants which are wholly within 
the confines of a State, who runs those facilities in those cases, you 
or the State? 
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Mr. Ewrna. The active operation of facilities is handled locally. 
This is a grant proposition much more than an operation problem 
by the Federal Government, providing that we will assist the local 
communities through grants. 

Mr. Kitsurn. Then that same thing would hold true of the librar- 
ies, for instance, and educational facilities? 

Mr. Ewina. Yes, definitely. We would not think of operating a 
school. We might, under existing law, in these Federal congested 
areas, areas that are congested as the result of the impact of Federal 
activity, we are now authorized to give money to such a community 
to aid in school construction, and also to aid in the operation of them, 
but that goes to the local community. Now, we may make a contri- 
bution in the planning of the school facility, but the actual building 
of it and the operation is done by the local community. 

Mr. Kitpurn. Who decides how much money you wil! give them? 

Mr. Ewina. We do that under the statute that Congress has passed. 
It is under a formula. 

Dr. LinpMaAN. Yes; there is a very precise formula for determining 
the amount of assistance aid these communities get and the degree of 
Federal responsibility involved for the schools. 

Mr. Kitsurn. | think that library bill was beaten, was it not, for 
Federal funds to be used for a library in a State? 

Mr. Ewrna. I think you are right. 

Mr. Muvrer. I think that bill did not prevail in the last session of 
Congress. 

Mr. Kitpurn. Yes; I think that is correct. 

Mr. Rains. Mr. Brown got that nice letter which was read from 
one of the gentlemen who supported it. 

Mr. Kitpurn. Since you have no authority in present legislation 
to give money for a library you cannot under this bill. 

The CHarrMan. Would not there be a change in that if it were a 
Federal installation used for national defense? 

Mr. Kiisurn. I do not know. 

The CuarrmMan. It seems to me that we might appropriate money 
for libraries for those people employed by the Federal Government or 
in a Federal institution. 

Mr. Kintsurn. That is what I am trying to find out. 

Mr. Ewrna. I think under this language that you could say where 
the word, “education” is used in the broad sense that books are essen- 
tial to that, and you could stretch it, but if there is any doubt about it 
there is certainly no reason for not putting the word in. 

Mr. Kitpurn. Well, there is this reason, that the House defeated 
that kind of a proposition the last time it was up. 

Mr. Brown. No; not for Federal projects. 

Mr. Kitsurn. This includes a great many things besides Federal 
projects. 

Mr. Mutrer. Should we not decide that this is the type of thing 
that we should do now rather than what we failed to do before? 

Mr. Kitsurn. That is what I am trying to clear up. I would not 
think that you could do it, although maybe I am wrong. 

Mr. Ewina. You may be right. This is just sprung on me here 
this morning and, being a careful lawyer, I would like to consider it. 

Mr. Kitpurn. That is all. 
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Mr. Parman. Mr. Chairman, I would like to ask the questions now 
that I had in mind awhile ago. 

The CHatrmMaNn. Yes, Mr. Patman. 

Mr. Parman. Mr. Ewing, would you explain briefly the provisions 
of Public Law 815 and of Public Law 874, as they relate to school 
problems? 

Mr. Ewina. Could I ask a representative of the Office of Education 
to do that, Mr. Patman? 

Mr. Patrman. Yes, certainly. 

Dr. LinpMan. The last Congress enacted Public Law 815 and 
Public Law 874 which provide for assistance for school construction 
purposes and for current operating purposes in areas which are 
affected by Federal activities. In general this means that either the 
community has a large amount of Federal tax-exempt properties in it, 
or a large number of children who reside in it, or that a large number 
of workers are employed there, or it means that a large influx of popu- 
lation has occurred due to the expansion of defense activities of the 
last war and the current emphasis on defense activities. 

The law sets out rather specifically and carefully the way for de- 
termining the degree of Federal responsibilities in these communities, 
and in that sense these two laws, Public Law 815 and Public Law 874, 
hit at pretty much the same problem that this bill aims at, except that 
it is confined only to schools in those cases. 

There are several differences, perhaps, that should be noted. 

The bill under consideration seems to deal only with future problems. 
I do not know whether that is completely clear or not, but as I read 
the opening part of the bill it refers to situations in which it is neces- 
sary to bring in from other areas additional workers or military per- 
sonnel, so that school problems in a Federal military installation, for 
example, which have already occurred, presumably would be taken 
care of under Public Law 815 and Public Law 874. I can think of a 
case in which a school system next to Fort Lewis in the State of 
Washington right now is operating on only a half-day basis, and also 
in barracks buildings, in which three-fourths of the school population 
come from military personnel, or from the Fort. They, of course, are 
greatly in need of additional school facilities. Their tax base is in- 
adequate to handle the situation because these children come from 
Federal tax-exempt property. 

They will be entitled to assistance under Public Law 815, but I 
assume that this law would not be applicable unless a future increase 
occurred in that same school system. 

So, there is, in a sense, need for a careful dovetailing of the kind of 
assistance provided under Public Law 815 and Public Law 874, and 
the kind which is provided in the bill which is now under considera- 
tion. 

Mr. Parman. Is there any overlapping between S. 349, the Senate 
bill, which is the same as this bill, and Public Law 874 and Public 
Law 815, enacted by the last Congress? 

Dr. LinpMAN. Yes; in a sense there is some overlapping because, 
as I mentioned a moment ago, these existing laws are designed to take 
care of overburdened schools where the overburdened condition is 
the result of Federal activities. However, 1 think the bill under 
consideration would come into play in a situation like one where the 
conditions are similar to those in Fort Lewis, where the school systems 
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in that area would be entitled to some assistance under existing 
legislation. However, it is doubtful that that legislation is sufficiently 
flexible as it is now worded to take care of the kind of problem they are 
going to face in that community. So, I visualize this bill as sort of 
supplementary bill giving greater flexibility to the provisions which 
the Congress has already enacted for federally affected areas. 

Mr. Parman. Specifically, you have mentioned and_ probably 
answered it, but does this bill make provision for the school systems 
which are already overburdened by defense activities? 

Dr. LinpMan. As I read the bill, I would say that it is not intended 
for that purpose. The language is not extremely precise, but section 
2 states, and I quote: 

The Congress hereby declares that where military personnel or civilian workers 
required for the carrying out of national defense activities being, or to be, 
undertaken in any area or locality must be brought in from other areas or 
localities * * 

Then, of course, the provisions of this bill would apply. This 
would seem to refer to conditions occurring in the future and not those 
which already exist by existing activities and previous activities of 
the Federal Government in defense areas. 

Mr. Parman. This is my last question, and I will be anxious to 
have your answer. 

Are there any school problems in defense areas which cannot be 
met under existing legislation? 

Dr. LinpMan. The one that I just mentioned, I think, is a good 
illustration. The existing legislation has a definite formula for 
determining the degree of Federal responsibility. The formulas 
require that the children actually be in school, or be inspected in 
school, during the year in which the application is submitted. 

Under those conditions, a situation such as you do face in South 
Carolina, it is not possible to anticipate the full load we are going to 
have next year under existing legislation. 

Furthermore, the construction bill provides that the rate of Federal 
contribution for school-construction purposes shall be based upon the 
cost per pupil of constructing school facilities in that school during 
the previous year. 

I think that the people around the atomic-energy operation in 
South Carolina are going to find that costs of construction have 
skyrocketed as a byproduct of this big atomic-energy operation. It is 
quite possible that both the rates of aid provided in existing legisla- 
tion and the inability to forecast the enrollment increase would lead 
to a problem which could not be taken care of. 

However, I would say, if existing legislation were fully financed, 
they would take care of most of the needs in the school areas. There 
is obvious need for close cooperation in the two programs, and under 
the construction phase of existing legislation it is now jointly operated 
with the Office of Education and the Community Facilities Service 
of the Housing and Home Finance Agency. 

The Office of Education has responsibility for determining the need 
for school facilities and the degree of Federal responsibility, or the 
amount of Federal contribution, and then on other matters related to 
construction or supervision of construction, or the passing upon the 
adequacy of plans from an engineering point of view, that is handled 
by the Community Facilities Service, so we now have in existence a 
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jot operation in the matter of school construction in federally 
affected areas. 

Mr. Ewrna. If I might add one thing, perhaps, to what Dr. Lind- 
man has just said, in order to give aid to a school in an area under 
existing law certain conditions must exist as of the time you give that 
aid. This permits us to anticipate a condition that is going to exist 
a year from now in South.Carolina. 

If we acted under existing law, we could not give them aid until the 
children are actually there and the congestion has developed. This 
permits us to look ahead and anticipate things that we know will 
happen. 

Mr. Parman. This bill, if enacted into law, will permit you to 
anticipate these needs? 

Mr. Ewrna. Yes. 

Mr. Coxe. Mr. Ewing, did your agency participate in the drafting 
of this legislation? 

Mr. Ewinc. We were consulted. I donot know. I know that we 
were consulted about it. Whether we actually participated in the 
drafting or not, I do not know. 

Mr. Coxe. The reason I am asking is that I think it is important to 
understand why it is that a bill cone erning housing legislation, 
housing facilities, would have included in it legislation authorizing 
the gr ants, loans, and aids to education, health, recreation, and 
welfare. By that, I mean this committee finds itself a little in 
strange waters considering those problems. 

To illustrate what I am driving at, heretofore very carefully con- 
sidered laws have been passed upon by the Congress with respect to 
Federal aid to education, Federal aid to education in areas where the 
students are living adjacent to military installations, and those laws 
were passed with considerable care, and certain limitations were placed 
in them. 

Now, it seems to me that this section 204 on page 28 is certainly a 
“shotgun”’ proposition whereby Congress merely gives an adminis- 
trator, whoever that administrator may be, selected by the President, 
the authority to make any loans or grants to any public or nonprofit 
agency for the purpose of establishing health, education, recreation, 
and welfare projects. 

I cannot agree with you that the law limits the agency to grants to 
local organizations. So far as the law is concerned, any agency au- 
thorized under this section could grant any public agency money for 
health, education, welfare, and recreation. 

It seems to me that this should be limited somewhat. 

Mr. Ewrna. I do not think that the drafters of the bill would have 
any objection to any limitation that seems wise, so long as it does not 
hamper the attainment of the ends that are sought. You are quite 
right, Mr. Cole, that there is certainly nothing in the bill that requires 
you to limit us to a local situation, and in answer to Mr. Kilburn’s 
question I was merely attempting—— 

Mr. Cote. To give him your attitude about it? 

Mr. Ewrna. Yes, and our actual practice. 

Mr. Cote. I realize that. 

Mr. Ewrna. Our actual practice as it has been over the years. 

Mr. Corer. That is not what this law says. I am a little concerned 
about the fact that it seems to be a complete departure from the 
method of approaching this problem in the past. 
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Mr. Ewrna. I do not think it is a departure. 

Mr. Cote. It is not a departure, as far as your thinking is concerned, 
because you have not thought about changing the approach; but, as I 
view it, it seems there is a departure. 

Mr. Ewrne. There may be. 

Mr. Nicnotson. All you seek to do under the provisions of this 
act is to advise the different towns and cities. There is no money 
connected with it? 

Mr. Ewrna. Oh, yes. 

Mr. Nicnouson. How much money would you say you would need 
for these schoolhouses and recreation halls and sewage-disposal plants, 
plants, and so forth? 

Mr. Ewrna. I do not know. 

Mr. Nicnoxson. You have not planned any of that? 

Mr. Ewrna. No. 

Mr. Nicnouson. This is just something in your head? 

Mr. Ewrna. It is not that, Mr. Nicholson. 

We know this type of problem will come and face us if mobilization 
goes on and you have this tremendous defense industrial production, 
and this is merely anticipating it so you will have the mechanism in 
existence to meet those needs as they arise rather than, as in the last 
war, waiting until the problems got very acute. It actually cost a 
great deal more than had we anticipated the problem. What amounts 
of money would be required I could not estimate, but they would, of 
course, be currently appropriated and Congress would have full 
control over that at all times. 

Mr. Coin. May I interrupt? Does not the budget call for 
$150,000,000? 

Mr. Ewina. $125,000,000 all told. 

Mr. Nicuoxson. That is just for the upkeep of the organization. 
That does not have a thing to do with constructing anything, or 
building anything, or furnishing anything. That is just what it is 
going to cost you to get some figures. 

Mr. Ewrna. I do not recall that item. 

Mr. Mutrer. With reference to the Public Health Service, while 
it is not directly related to the bill, I would like to ask what the 
policy of your office is at the present time with reference to physicians 
in the Public Health Service. I am told that you are following the 
policy of taking commissioned physicians as against civilian phy- 
sicians. Is there anything to that? 

Mr. Ewrna. The Surgeon General is here. 

Dr. Scorers. There is no balancing off of one against the other. 
It has happened, because of budgetary stringencies, we had to curtail 
some of our operations. There has not been any distinction made 
between people who might be civil-service or commissioned phy- 
sicians. It is true that our commissioned physicians are more 
versatile for us. We can send them, for example, to Indochina on 
orders, whereas we cannot necessarily send other people there. 
There is no activity of that sort going on, to my knowledge. 

Mr. Mutrer. Mr. Ewing, you have expressed some doubt as to 
the provisions of section 303 of the bill, the very last page of your 
statement. I cannot see that there is anything in that section that 
should give you any concern unless I do not quite understand the 
objective you have in mind. I have been aided somewhat in my 
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interpretation of the section by the Senate committee’s summary. 
It seems to me that the section provides for the making of payments 
in lieu of taxes to localities that otherwise would lose taxes on property 
taken by the Federal Government. At the same time the amount 
paid in lieu of taxes would be reduced by any other benefits that the 
localities get fromm other services or agencies such as yours. I think 
that is the intent of the section. 

Mr. Ew1na. Here is what gave us a little concern. As I understand 
it, the Housing Administration, when it was called to their attention, 
felt perhaps the language could be made clearer. Under this language 
the Administrator may pay annual sums in lieu of taxes to appropriate 
State and local taxing authorities. 

For instance, if the local authorities included the valuation of the 
new atomic-energy plant and put a 2-percent figure or something like 
that on it, the money that would be paid would be all out of propor- 
tion to what the community was contributing to our Federal activi- 
ties there. Through that medium, it might be that the Housing 
Administrator could—and I am not saying that you could do this, 
and I do not want even to imply it—under the guise of payment of 
taxes really put money over there that would be for these other facili- 
ties and that would not be under his jurisdiction. 

Mr. Muurer. It may be that, rather than 303 needing strengthen- 
ing along that line, the similar section in title II should be strengthened 
to conform with the language in 303, because I think it is very clear 
in 303 that if your agency, for instance, is contributing money for 
health or education, or to prevent water pollution, those payments 
should then be deducted from any other payments the Government 
would make to the locality in lieu of taxes. 

Mr. Ewinc. We have no powers under title III, nor can they be 
delegated to us. 

Mr. Muurer. It may very well be that the provisions of 303 
belong in 211. 

Mr. Ewine. That may be. The lawyers are working on some 
language. I do not know what they have come up with. 

Mr. McDonovuen. Mr. Ewing, do you think we have to make 
preparations in anticipation of what may occur on a larger scale 
and for a longer period of time in this emergency than we did for 
World War II? 

Mr. Ewrnc. I wish that I knew the answer to that. 

Mr. McDonovcu. Do you think this bill indicates we are moving 
in that direction? 

Mr. Ewinc. No. I will put it in this way: On these problems 
with respect to community services, the experience that we had in 
the last war indicates that it is not economical or wise to let the con- 
ditions develop. They had the experience of putting a new plant 
out in a cornfield. You had to have housing there. You would put 
it up and sometimes the people would move in the houses but would 
not stay a month, and then move away. There were no schools 
and they could not get a doctor, or something like that. 

To the extent that we think it should be done, we think that it 
should be the. responsibility of someone to try to have the responsi- 
bility for making that community livable, and it is a prodding 
operation. 
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Mr. McDonoveu. In order to encourage the employees to stay in 
that area and work at the plant? 

Mr. Ewine. That is right. 

Mr. McDonoveu. Well, that is understandable. However, since 
we were in World War II for some time in preparation and in pro- 
duction and in the war effort, have we not established in various 
parts of the United States communities with such facilities, with 
housing and adequate community facilities to meet those emergencies? 
We have not dismantled all those. We have alot on hand; do we not? 

Mr. Ewine. That is true. 

Mr. McDonoveu. To what extent do you think we have to expand 
those facilities in order to meet this present emergency beyond what 
we did in World War II? 

Mr. Ewina. I am not competent to answer that. 

Mr. McDonovau. Do you have statutes in your agency that would 
give the committee an inventory of what we have on hand? 

Mr. Ewrna. No. When properties are declared surplus that can 
be used in hospitals and in educational work, why, we are the dis- 
posing agency. We might have some statistics on that, but that 
would be a very, very narrow part of what you are asking about. I 
would assume probably Mr. Wilson could give you a better answer 
than I. 

Mr. McDonoveu. Do you not believe that the committee should 
have that information, Mr. Chairman, in considering this bill? As I 
understand this bill, it is to make preparation for defense housing in 
various areas. Certainly we are going to use many of the areas that 
we used in World War II and if we are going to build any new areas 
that were not used in World War II, then this bill would become a 
very necessary thing. 

Mr. Brown. We will try to get an answer to your question. 

Mr. Ewrna. Mr. Chairman, I would say this—I know that it is the 
definite policy of the Government to put plans into existing com- 
munities as much as possible so as to avoid this migratory problem, 
and also to use existing facilities; but there is no question that you 
will have some of the new communities springing up, just as this 
South Carolina project. 

Mr. McDonovau. The atomic energy installation? 

Mr. Ewrna. Yes. 

Mr. McDonovau. That is fairly new. We did not make prepa- 
ration for that in World War II at all. 

Mr. Ewina. We are actually working with them now on the school 
end of it. 

Mr. McDonovan. Do you know of any overlapping in the bill 
before the committee and the functions and purposes and intentions 
of the Wherry bill? 

Mr. Ewina. I am not sure that I know that bill. 

Mr. McDonovau. The bill that Congress passed to provide housing 
for military personnel adjacent to installations. 

Mr. Ewrna. I could not answer your question because I do not 
know. 

Mr. Brown. We will adjourn until 10:30 tomorrow morning. 

(Whereupon at 12:05 p.m., the committee adjourned to reconvene 
the following day, Thursday, January 25, 1951, at 10:30 a. m.) 
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THURSDAY, JANUARY 25, 1951 


Hovsk or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committe¢ met at 10:30 a. m., pursuant to its adjournment, 
the Honorable Brent Spence (chairman) presiding. 

Members present: Spence, Brown, Multer, Deane, McKinnon, 
Bolling, F ugate, Wolcott, Talle, Kilburn, Cole, Nicholson, Mc- 
Donough, Widnall, Buffett, and Betts. 

The CuHarrmMan. The committee will come to order. 

Mr. Ewing, you may proceed. 

Mr. Burrett. Before the hearing starts may I ask a question and 
have the answer incorporated in the hearings? 

The CHarrMAN. Yes. 

Mr. Burrerr. My question is this: Has the personnel of the 
Housing and Home Finance Agency been checked for security risks?; 
second, how many people were included in that check? I would like 
to have that answer inserted in the record. 

(The information requested above is as follows: ) 

Under existing law, the Housing and Home Finance Agency does not have basic 
authority to secure investigations and clear HHFA employees generally for 
“security risk.”” However, all employees of the Agency are subject to the Federal 
employee loyalty program based on Executive Order 9835, and all present em- 
ployees have received a loyalty check under this program. 

In addition, due to work in connection with point IV program and similar 
activities, 13 employees have been checked under the criterion of security risk 
before they were assigned to this type of work, in accordance with authority con- 
tained in the legislation authorizing these programs. 


STATEMENT OF OSCAR R. EWING—Resumed 


Mr. Ewrna. Mr. Chairman, I was asked yesterday to give the 
committee some information. I was asked to give the number of 
employees of the Federal Security Agency and the total payroll. 

The number of civilian employees is 35,706. Their total salaries 
amount to $128,112,999. Now, this figure includes 957 employees 
of Howard University and 92 for Columbia Institution for the Deaf, 
which are operated under separate Boards of Trustees. Our control 
there is largely budgetary rather than direct. The salaries of those 
1,049 employees are included in the total that I gave before. They 
amount to $3,488,769. 

In addition to these civilian employees there are 1,276 commissioned 
officers of the Public Health Service and the payroll expense attribut- 
able to them is $9,704,859. 

Mr. Chairman, you and other members of the committee asked that 
we give consideration to proposed amendments to H. R. 1272 that 
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were in line with the discussions of yesterday. We worked quite hard 
yesterday afternoon and up into the evening and we have one sug- 
gestion. 

I may say this, there were two different philosophical approaches 
that could be made. One of them would be what was originally 
suggested in the early discussions; namely, to leave the housing 
functions in the Housing Administrator, but the functions with respect 
to the community facilities and service be vested in the President. 
The budget and ourselves would prefer that approach. However, 
to do that involves quite a redrafting job, and we have not completed 
that. It will be completed later on and we can submit that, if you so 
desire. 

The CHarrMAN. You may submit that. 

Mr. Ewina. Now, the other approach—and I have copies here 
which may be distributed—simply turns the coin over with respect 
to community facilities and services and vests all of them in the 
Federal Security Agency, subject to the power of the President 
to take them out, or transfer them to the extent that is necessary. 

Either one of those approaches would be satisfactory to us and the 
budget, and I think would meet the situation. 

The CHarrMan. We will insert in the record at this point your 
suggested amendment to H. R. 1272. 

(The suggested amendment is as follows:) 


AMENDMENT TO H. R. 1272 


Page 36, strike out beginning with line 7 and down to and ineluding line 11 
on page 37, and insert in lieu thereof the following: 

“Sec. 214. (a) In order to assure full utilization of existing facilities, personnel, 
and funds of Federal, State, and local agencies and of nonprofit organizations 
engaged in the provision of health, educational, welfare, recreational, and related 
community facilities and services, and in order to avoid duplication and waste 
of such facilities, personnel, and funds, all duties, powers, and functions with 
respect to the provision, or assistance in the provision, under this title of com- 
munity facilities and community services for health, education, refuse disposal, 
sewage treatment, recreation, water purification, and day-care centers and of 
such other community facilities and services related thereto as the President 
may direct, shall, subject to the provisions of subsection (b) of this section, be 
performed by the Federal Security Administrator through the Public Health 
Service, the Office of Education, and other appropriate units in the Federal 
Security Agency. In carrying out such duties, powers, and functions the Federal 
Security Administrator may utilize the facilities and services of any Federal 
department or agency pursuant to agreement and payment may be made therefor 
either in advance or by reimbursement, as may be provided in such agreement. 

“(b) The President by Executive order or otherwise may prescribe or direct 
the manner in which any functions, powers, or duties of the Housing and Home 
Finanee Administrator or the Federal Security Administrator under this title shall 
be administered in coordination with each other or with other officers, depart- 
ments, or agencies having functions or activities related thereto, and may take 
or direct such other action, including the transfer of functions or funds, as he 
may find necessary to assure such coordination, to avoid duplication of existing 
staffs and facilities, and to promote the expeditious provision of the housing and 
community facilities and services authorized under this title.”’ 


Mr. Ewina. Mr. Chairman, we also gave very careful consideration 
to the suggestion that Mr.. Brown made. Regerding the provision 
with respect to requiring concurrence in case these functions were not 
transferred to the Federal Security Administrator and then to require 
concurrence on anything the Federal Housing Administrator did under 
title II, we just hesitated on that because it might be quite awkward. 
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There are certain functions under title IT, actual construction, that 
the Federal Security Agency really has no business getting into. To 
tie up the Federal Housing Administrator so that he would have to 
get the concurrence of the Federal Security Administrator on them 
might at times make a rather awkward situation. We think either 
one of these other two approaches will accomplish the same end, and 
administratively it would be much simpler. 

Mr. Brown. It might be well to give this authority to the President. 

Mr. Ewina. That is what we would prefer. On the other hand, if 
you want to leave these functions in the Federal Security Adminis- 
trator with the power of the President to transfer out, it can be done 
that way, whichever you prefer. 

The CHarrMan. I understand that some of the other committees 
have considered we have raided their jurisdiction through some of the 
provisions in this bill. Of course, one committee must handle the 
legislation, and the committee that has jurisdiction over the predomi- 
nant part of that legislation acquires jurisdiction. The other things 
are but incidental to the jurisdiction of the Banking and Currene: y 
Committee. There certainly was no intent of an invasion of their 
jurisdiction, and I do not think that they have been invaded. How- 
ever, I think some of the contentions they make are reasonable. Of 
course, we will be glad and willing to have their views on the subject. 

Now, how far would facilities go? Would facilities include places 
of worship? 

Mr. Ewrna. I do not think so. I do not see how under the Federal 
Constitution we could use Federal money for that. 

The CHarrMAN. You could not establish a denominational church? 

Mr. Ewina. Certainly not. 

The CHarrMan. You might establish a chapel that all denomina- 
tions might use, but there could be no denominational church estab- 
lished with Federal money 

Mr. Ewina. That is right. 

The CuHarrMan. It seems to me that these existing services and 
facilities that are now under the National and State laws for the pro- 
tection of the people ought to remain there. I do not believe any 
agency of the Government ought to have the authority to take over 
the sewer systems, or the water-supply systems without regard to the 
present laws with reference to those subjects, and I think those laws 
generally ought to prevail. Do you see any reason why they should 
be exempt from the existing laws? Do you think that would impair 
the defense program in any way? 

Mr. Ewina. No; and I do not think the bill is designed in any 
sense to do that. I think that it is designed so that if a water supply 
is not adequate, the Federal Government might have to go in and 
furnish the money to put a bigger main down, or something like that. 
But I can think of only a very few instances where our end of it would 
not be done through grants to the States, or local communities. I do 
not think of any, but I may be too sweeping in that. I think I am 
right about that. 

The CHatrMAN. Do you think that they should have the authority 
to establish a school, an educational institution, in connection with 
a project without reference to State laws? Would such action be in 
conformity with the provisions of the Constitution? 

Mr. Ewrne. Definitely not. 
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The Cuarrman. Do you think that these facilities could be con- 
structed in conformity with existing laws and not impair their use- 
Tp or prevent the expeditious carrying out of the purposes of the 

ill? 

Mr. Ewrne. Yes. 

The CuHarrMan. I think that answers the question that most of 
these other committees are asking. 

Mr. Coir. May I respectfully disagree with you? I do not think 
that it answers them at all. This committee has never considered 
community facilities. Under this bill I think this Agency could assist 
the nonprofit Federal corporations for the advancement of pool 
players in a certain community because this is a recreational facility, 
It seems to me to be a complete departure from any jurisdiction this 
committee has ever had. 

The CuarrMan. In my opinion this Agency should have no power 
of eminent domain to acquire existing community facilities owned by 
municipalities, or other State subdivisions. If it requires such facili- 
ties it should acquire them by voluntary contract. I do not see how 
you could establish one of these installations without making some 
provision for the facilities that are absolutely essential. 

Mr. Deane. May I question Mr. Ewing, Mr. Chairman? 

In keeping with the statement Mr. Cole has just made and the 
inquiry that he directed yesterday to Mr. Ewing, on whether or not 
the Federal Security Agency had aided in the drafting of this legis- 
lation, I am not clear, Mr. Ewing, on the point. 

To what extent have you had time to advise with the members of 
your staff on that question? 

Mr. Ewrnc. As I understand it, we had nothing to do with the 
actual drafting of the bill. There were some preliminary discussions 
in which we participated on the general aspects of the bill, but not on 
the details. I am advised that is correct. 

Mr. Deane. Have you and your staff studied the bill sufficiently to 
feel that full jurisdiction of all these facility services could very well 
be handled by this committee in this one package without invading 
the rights of these other committees? 

Mr. Ewina. Well, I would say so. 

Certainly you could have accomplished the objectives of this bill, 
I dare say, by a lot of amendments to existing law. It would have been 
a very complicated and difficult piece of drafting to be sure that you 
had everything in. Furthermore, in the administration of a thing like 
this there is a great deal of merit in having it all in one bill. 

For instance, the educational features here: As far as we can see as 
of today, if the two bills to which I referred yesterday—I think 815 
and 874 of the Eighty-first Congress—were amended to permit 
immediate action and participatory action as distinguished from the 
present situation where certain conditions have to exist before we can 
act, that would seem to us to give about all the additional authority 
that is necessary. 

But there are other services that the Public Health Service is 
involved in, and the Office of Vocational Rehabilitation and all of 
that, and there is certainly merit in having it all in one bill. 

Mr. Deane. I have not studied the bill sufficiently to know to what 
extent the jurisdiction of other committees is being invaded, but it 
would seem to me that there would be the Committee on Education 
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and Labor, as well as the Committee on Public Works involving 
pollution, and then, of course, certain angles of public health would 
come up in the Interstate and Foreign Commerce Committee. It 
seems to me that we are assuming a pretty heavy task in trying to 
aline these forces in Congress who are jealous of their prerogatives. 

Now, you are convinced that this one-package presentation is the 
best approach? 

Mr. Ewrna. I think there is no question, Mr. Deane, that we would 
prefer the one-package approach; not only ‘“‘we,’”’ but the Budget, and 
probably Housing, though I am not sure. 

Mr. Satin I think the committee has been criticized because of 
the Wherry housing. We stepped ahead and created a difficult 
situation. They had hoped to catch up with the program. Is that 
true as far as the educational features are concerned? 

Mr. Ewrna. I do not know. 

Dr. Linpman. In the case of the Wherry housing being constructed 
on military reservations, our latest estimate of the number of units is 
about 85,000. There will be over 50,000 school children who will 
move into these Wherry housing units sometime next fall. 

In most instances the schools there are already badly overcrowded, 
or nonexistent, and most of the Wherry housing units themselves are 
on military reservations where the schools are either nonexistent or 
badly overcrowded. There are many situations in which the schools 
now have 100 to 150 children in them and next fall will have 800 
children in them. That requires a very drastic expansion of some 
sort of a school plant to meet the minimum school needs for those 
children. I think there has been some feeling that when housing is 
programed, at the same time some recognition should be given and 
funds made available, through one source or another, so that some 
sort of school facilities will be made available when the military per- 
sonnel reach there and want a place for their children to go to school. 
I think that has been the problem raised and we are trying to catch 
up with it, but have not been able to yet because of fund problems, 
and so forth. : 

Mr. Deane. Who directs the disposition of the appropriation for 
these defense school facilities? 

Dr. LinpMan. The Commissioner of Education. 

Mr. Deane. In what way does the Army enter into that picture? 

Dr. LinpMaNn. It is a rather complex process because we must first 
determine whether or not the local school building should be located 
on Federal property or off the Federal property. Sometimes it is in 
the best interests of everyone concerned to locate the school building 
in a neighboring site; perhaps a town near the military installation 
where it can be conveniently operated as an integral part of the local 
public-school systems. Sometimes, because of the remoteness and the 
size of the military installation, it is more desirable to place the build- 
ing right near the Wherry housing construction itself right on the 
Federal property. This is done under existing legislation by a plan 
ning arrangement whereby the local school authorities, the State 
school authorities and the military authorities on the installation dis- 
cuss the problem thoroughly and arrive at a decision where they think 
the school should be to serve the children most effectively. After that 
decision ‘s made it becomes a question of how to finance the building 
and, under existing law, Public Law 815, ove section of the bill makes 
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provision for Federal construction of school buildings on Federal 
property where no local educational agency is able to build a building. 

Another section of the bill makes provision for Federal assistance 
to a local community to construct a building off the Federal property 
to serve the military children who reside on the Federal property. 

I think the solution to the problem under existing legislation is an 
excellent one. We have found that whenever a group of people sit 
around a table and discuss a problem they can pretty well tell where 
that school building should go, and there is a strong tendency to want 
the local and State school systems to maintain and operate the schools, 
even though it is necessary to put the building on Federal property. 

So it is a matter of cooperative planning. It is pretty hard to tell 
whether the building should be financed by a grant to a local school 
system and built as part of a local school system and owned by them, 
or whether it should be built on the military reservation. That 
decision having been made, then provisions under existing law, Public 
Law 815, are available for its financing. 

Mr. Deane. Just two questions more, Mr. Chairman. 

Dr. Lindman, are you proposing any amendments to Public Law 
815, or 874 that would encompass any angles involved in H. R. 1272? 

Dr. LinpMan. We have given considerable consideration to such 
amendments. WV e have not formally proposed them as yet. 

Mr. Deane." The other question I have in mind is this, and I do 
not know whether or not you gentlemen are prepared to answer it. 

With the exception of this atomic energy installation in South 
Carolina, what other outstanding, or how many other projects in the 
country would demand the type of legislation that we have before us? 

Mr. Ewine. There is Paducah, Ky., I think. There are several 
others. 

Mr. Deane. Mr. Chairman, by unanimous consent I would like 
to have the gentleman furnish that for the record. 

The CuarrMan. All right. 

(The information is as follows: ) 

: FEDERAL SecurRITY AGENCY, 
Washington, February 9, 1951. 
Hon. BRENT SPENCE, 

Chairman, Committee on Banking and Currency, 

House of Representatives, Washington, D. C. 

Dear Mr. CuHatrMan: In the hearings on H. R. 1272 on January 25, 1951, 
Congressman Deane asked Mr. Ewing how many other defense projects like the 
Atomic Energy Commission installation in South Carolina would need to be aided 
by this legislation. 

In the absence of legislation such as H. R. 1272, the Federal Security Agency 
has not been in a position to acquire direct information as to needs for community 
facilities and services occasioned by the defense program, Since September of 
last year, however, the Office of Education has been administering two laws, 
Public Law 815 and Public Law 874, Eighty-first Congress, which provide some 
Federal aid to local educational agencies experiencing substantial increases in 
school enrollment caused by increased Federal activity. While less than one-half 
of the school districts which undoubtedly will apply for aid under these bills have 
as yet gotten in their applications, there is already evidence that substantial 
Federally caused increases in school populations have been experienced in some 
communities. Thus, 16 applications from 11 States under section 4 (a) of Public 
Law 874 have already been received which show substantial recent school popula- 
tion increases caused by Federal activity, these increases being exclusive of 
children whose parents actually live or work on Federal property. With accelera- 
tion of the defense program, the number of applications of this type which will be 
submitted before the end of the fiscal year will undoubtedly be-much greater and 
show new and additional increases in school population. The communities which 
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have experienced such population increases are undoubtedly at the same time 
experiencing increased demands upon other types of community facilities and 
services. 

As for population increases and resulting demands for housing and community 
facilities and services occasioned by expansion of the Military Establishment, 
we have been informed by the President’s Committee on Religion and Welfare 
in the Armed Forces, established by Executive Order 10013, October 27, 1948, 
that the Army is reactivating-10 military installations and is projecting 7 new 
military installations which almost without exception will occasion a major need 
for housing and community facilities and services in nearby areas. That Com- 
mittee does not have comparable information as to the plans of the Navy and 
the Air Force for reactivating installations or projecting new ones, but the Com- 
mittee informs us that in at least 30 existing installations under the jurisdiction 
of these branches where personnel strength will be substantially increased, there 
will be a major need for housing and community facilities and services. The 
comparable figure ,for existing Army installations where the personnel strength 
will be increased and where the increase will result in needs for housing and 
community facilities and services, is 27. 

You will appreciate that, as of the present moment, the great expansion in 
defense production which has already been authorized or is expected soon to be 
authorized by the Congress, is just now getting under way. Working data on 
defense projects which will, in the future, undoubtedly result in pressing needs 
for Federal aid for housing and for community facilities and services such as 
H. R. 1272 would authorize, is simply not available at this time, at least to this 
Agency. 

While expansion in the Military Establishment has already resulted in sub- 
stantial needs for housing and for community facilities and services for the families 
of military personnel, the relatively few civilian defense projects already com- 
menced have required substantial immigration of workers in only isolated in- 
stances, the present period being largely one of taking up slack so far as man- 
power requirements for these few projects are concerned. There is every reason 
to expect that the period will be of short duration as the projects increase in 
number and size and as the slack is taken up. 

We do not mean to suggest, of course, that Federal aid under H. R. 1272 will 
be made available in all communities which experience substantial increases in 
population as a result of the defense program. The needs of each community and 
the justification for Federal aid can be ascertained only on the basis of on-the- 
spot surveys such as would be made under the bill. We can certainly anticipate, 
however, that a substantial number of communities will require aid under H. R. 
1272 as the defense effort expands. A single project like Savannah River affects 
living conditions in a wide area, including Augusta, Ga.; Aiken, 8. C.; and other 
nearby towns such as Barnwell and Williston. The influx of new population 
may extend to communities within a commuting radius of 40 to 50 miles. During 
the defense and World War II period 10 years ago, the Federal Security Agency 
identified and dealt with problems of community facilities and services in about 
400 congested areas. These were located throughout all the States. 

Sincerely yours, 
Joun L. Tuurston, 
Acting Administrator. 


Mr. Ewinea. There is another thing, Mr. Deane. We can only 
give you what is current. They may come in with something new 
tomorrow. 

Mr. Deane. I realize that, of course. 

Mr. McKinnon. Mr. Chairman? 

The Cuarrman. Mr. McKinnon. 

Mr. McKinnon. Mr. Ewing, this section 214 we have been dis- 
cussing disturbs me the same as it disturbs a lot of other people, 
because it is so wide open. 

I am not so concerned about the jurisdictional trouble in Congress 
as I am about the jurisdictional trouble that will develop after this 
bill has passed. 

I have been pretty well familiar with the work that the Community 
Facilities Division has done, during the Lanham Act expansion, and 


78408—51——-9 





124 DEFENSE HOUSING AND COMMUNITY FACILITIES 


likewise I have great admiration for the work your organization has 
done in the way of school development and school aid and public 
health work that fit under your Division. 

Am J correct in assuming that primarily your function is that of 
planning? More or less, if you compared it to the development of a 
structure, you are sort of an architect and you work hand in hand 
with the local authorities, in planning their needs; you advise them 
and counsel them and assist them financially in putting up a needed 
school building or in developing a certain standard of water develop- 
ment, according to the Public Health standard. You yourself, or 
your agency, does not actually go in and develop it and build it; you 
work only through the local agency; is that correct? 

Mr. Ewrnea. Well, Mr. McKinnon, it is difficult to generalize. 

Mr. McKinnon. Could you tell me, Dr. Ewing, how many school 
buildings your agency has actually built? 

Mr. Ewrna. I do not think we have built any. I do not know 
whether we have made any grants or not yet, actually. I am sure 
we are committed on some. 

Dr. LinpMaAn. Under the present procedure the Commissioner of 
Education determines the need, determines the general amount of 
school facilities that are needed, and then, if it is a local school system 
to build it, he either approves a grant to the local school system, or, 
if it is to be built by the Federal Government under the existing 
procedure, as to the construction phase of it, after the need for 
financing has been established, it is turned over to the community 
facilities service. It is either built by the local community or built 
by the community facilities service, but the financing, approval, and 
the planning is handled by the Commissioner of Education. The 
determination of the degree of Federal responsibility is determined 
by the Commissioner of Education. 

Mr. McKinnon. You fellows are pretty much the architects, and the 
Community Facilities Division is pretty much the contractor; is that 
correct? 

Mr. Ewi1na. Mr. McKinnon, I have here the different things we do, 
and how we fit in. It might be helpful if I just went through that for 
you. 

Mr. McKinnon. Fine. 

Mr. Ewrna. With respect to the school construction, we would 
conceive the Division as between us and the Housing Administration 
to be just as it is under Public Law 815. The Office of Education now 
handles all aspects of the program except the supervision of construc- 
tion. The Office of Education does all of the program planning, the 
review, and approval of the projects. The Housing Administration 
then takes over whatever engineering supervision may be involved. 

With respect to the hospitals and the health centers, the Public 
Health Service is in a position there to do the entire job, because we 
have been doing it under the Hill-Burton Act. 

Mr. McKinnon. Pardon me, Doctor—— 

Mr. Ewina. Program planning, review, and approval of projects, 
granting of funds for construction, and the follow-up, engineering 
supervision. 

Mr. McKinnon. You do not actually do the construction of this 
housing? 

Mr. Ewrna. No. 
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Mr. McKinnon. You do the architectural supervision of it, though? 

Mr. Ewinea. That is right; yes, sir. 

Mr. McKinnon. That is not left up to the local community, where 
the funds are allocated? 

Mr. Ewrna. Dr. Scheele says that we do not inspect. We may have 
regulations, standards, with which the building must comply. We 
do enough supervision to make sure that those standards are met. 

Mr. McKinnon. You are simply trying to see that the Government 
gets its money’s worth? 

Mr. Ewrnea. That is right. 

Mr. McKinnon. But you do not have direct supervision? 

Mr. Ewina. No. For instance, they submit their plans and speci- 
fications, and we go over them to make sure that they conform to the 
general standards. 

Mr. McKinnon. Can you tell me about how many hospitals you 
have constructed during the past 4 or 4}; years under the Hill-Burton 
bill? 

Mr. Ewrna. I believe I covered that in my statement. 

Under the Hill-Burton bill there are 366 hospitals and related 
projects which are completed and in operation. There are 842 
projects that are under construction. There are 343 projects which 
are in the preconstruction stages but where we have made the com- 
mitment. That is a total of 1,551 projects that have been approved. 

Mr. McKinnon. 366 have been completed and are in operation? 

Mr. Ewrna. 366. There are 842 under construction and 343 in the 
preconstruction. All those projects combined involve about 73,000 
additional hospital beds and 295 public health centers. 

Mr. McKinnon. Then your operation has been primarily one of 
advisement, counsel, and giving them the benefit of widespread out- 
look and experience which your agency has developed? 

Mr. Ewrna. Yes, sir. 

Mr. McKinnon. Not one of actual construction and development? 

Mr. Ewina. No. 

Mr. McKinnon. When it comes to the actual construction and 
development you either turn that over to the local agency or to the 
Community Facilities Division, which is now in the HHFA? 

Mr. Ewrna. Yes, sir. 

Mr. McKinnon. Does that system work out pretty well? Are you 
satisfied with that sort of a system? 

Mr. Ewrnea. Oh, yes. 

Mr. McKinnon. Our present system, then, has worked well. Now, 
in this Community Facilities Section, under 214, and in the develop- 
ment of war housing, we are going to have, as I can see it, two outlets 
and two phases. One is to be going into the established communities 
and assisting them in the construction of war housing, and in the 
assistance with community facilities. Under Community Facilities 
we will probably work through the local school systems, the local 
utilities, and the other set-ups that are constituted locally and have 
authority locally. We will aid them with money and we will aid 
them with advice; and they will probably have charge of the actual 
construction work. 

Do you not anticipate that it will work that way pretty largely,.om 
the one phase? 

Mr. Ewine. I would think so, except where it is on Federal property- 
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Mr. McKinnon. Then you come to the other phase, where it is 
Federal property, either going in and developing a complete new 
town, where there is no town nor any local facilities available, nor 
anything else. That will be a Government operation, where the 
Government will have to come in and set up not only housing for 
people to live in, but all the other things that make housing valuable, 
which means the schools and other services? 

Mr. Ewrna. The other services. 

Mr. McKinnon. If it comes to that sort of thing would you not 
follow the same system as you have in the past, where your Division 
would do the planning and do the advisement, with your experience, 
but then you would turn the actual construction work over to the 
Community Facilities Division, to do the actual construction, with 
their operating experience and their fine record of accomplishment 
during the past several years? 

Mr. Ewr1na. Absolutely. 

Mr. McKinnon. You would feel that would be a clean-cut line of 
jurisdiction, so that there would not be this dispute that so often 
creeps up between the Government bureaus and departments? 

Mr. Ewina. I do not anticipate that in the actual operation we 
would have much difficulty. I would hope not. 

Mr. McKinnon. In other words, you gentlemen are not asking for 
the construction phase of the work? 

Mr. Ewrna. Oh, no. 

Mr. McKinnon. But you do want to be in on the planning and 
advisement, or blueprinting, so to speak? 

Mr. Ewrna. We do not have exactly the same idea with regard to 
sxach program. That was why I thought it might be helpful if I went 
through these various categories for you. 

With respect to the sewers and sewage-treatment works, water 
works and water systems, garbage and other refuse-disposal facilities, 
and services, the Public Health Service is in a position to handle all 
aspects of grants to public and private agencies for the construction 
and maintenance and operation of sewage-treatment plants, water- 
treatment plants, community water and sewage-distribution systems, 
and systems for the disposal of garbage and other waste material. 

Sewer and water lines connecting housing projects of the Housing 
Administration with main distribution lines should be the responsi- 
bility of the Housing Administration. In other words, putting them 
in the streets in this housing development is not our job. That is 
the job of the Housing Administration. 

With respect to recreation centers, day care centers, and rehabilita- 
tion centers, the Federal Security Agency would handle the program- 
ing and project approval. Then the Housing Administration would 
handle whatever engineering supervision is required. 

With respect to the fire and police stations, we think that the 
Housing Administration should take the full responsibility. 

With respect to community services as distinguished from facilities, 
I would assume that the Federal Security Agency would be the logical 
agency to assume the full responsibility. 

You can see that it is a little bit complex, but that is our general 
idea of the way any Executive order of the President dividing up these 
responsibilities should go. It should follow that line. Of course, he 
will have the final say. 
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Mr. McKinnon. When this bill was drafted and being considered 
down among the various departments, did not some such discussion 
come up? 

Mr. Ewrna. Yes. 

Mr. McKinnon. Was there not some thinking along that line 
already? 

Mr. Ewrna. Exactly. 

Mr. McKinnon. If there was consideration, what developed from 
that discussion? Was there some understanding of an arrangement 
arrived at before this bill came up to the Hill? 

Mr. Ewina. Well, as I understood the situation—I was not in on 
the discussion, but as I understood the situation in the Senate, the 
Banking and Currency Committee over there had discussions, and 
there were discussions that took place in the executive department, 
at which time they felt that Housing should have all the jurisdiction 
under title I, and that under title IT it would be wise to vest the 
Community Facilities and Services Authority in the President with 
power to delegate that to such organization in the executive depart- 
ment as was best equipped with personnel and facilities to handle it. 

Then that was discussed with representatives of the Senate Banking 
and Currency Committee, and as a result of those discussions the bill 
took its present form, namely, vesting everything in the Housing 
Commissioner subject to its being divested by the President, taking 
these community services and facilities out of the Housing Commis- 
sioner and vesting them somewhere else, as the President determines. 
That was the decision that was made. 

That is how this bill happened to be drafted in its present form. 

I think, Mr. Chairman, I might say that I met this morning, before 
your committee met, with the House Committee on Education and 
Labor, and they expressed some of their concern about the present 
form of the bill, and the general approach. 

I think, with reasonable accuracy, I can sum up the position that 
the chairman stated, which was that their committee had given a 
great deal of study to the whole educational problems of the country; 
that they were now conducting a survey to find out what various 
educational activities were scattered through the various departments 
of the Government; that they were very much scattered; that their 
thinking was to try to consolidate them rather than to create new 
educational problems and have new educational jurisdictions created 
that would have some segment of the educational problem; and they 
were disturbed about the bill in that respect. 

The CuatrMan. Did your testimony allay their fears, do you think? 

Mr. Ewrna. I got no evidence of that, Mr. Chairman. 

Mr. Cote. It is not a matter of jealousy, if I may interrupt. The 
jurisdiction of committees is based upon sound reasoning. That rea- 
soning is that the Education and Labor Committee has had a long 
period of study of educational problems, and naturally should be 
better qualified to pass upon educational matters than the Banking 
and Currency Committee. 

The CHarrMan. That is true. 

Mr. Coir. That is the point I was making. It is not a matter of 
committee jealousy. 

The CuarrMan. I have told some of these other committees that 
there is no disposition on our part to invade their jurisdiction. We 
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have plenty of business to keep us engaged all the time, and we would 
rather that they would handle their own affairs in their jurisdiction. 

The jurisdiction has gone to the Banking and Currency Committee 
with regard to this bill cuues it is primarily a matter in the jurisdic- 
tion of this committee. These other things are but incidental. The 
main thing is the provision of defense housing. The others are inci- 
dent to defense housing. If necessary, they must be in the bill. 

We are very glad to consult with these people, and very glad to have 
aya views on this subject. It is not an invasion of their jurisdiction 
at all. 

Mr. Ewing, has the Federal Security Agency any authority in 
reference to the sites of the hospitals under the Hill-Burton Act? 

Mr. Ewina. Well, somewhat indirectly in this way, Mr. Chairman: 
In the operation of the Hill-Burton Act the State designates the agency 
that will represent it in the operation of the act. That State agency 
perhaps has a State plan. They will come to recommend that certain 
hospitals and certain types of hospitals be located in this town and in 
that town, and something else. Our function is merely to approve or 
disapprove that, and to make recommendations. We try to limit our 
activities there strictly to meeting general policies rather than ever 
getting into the location of particular sites, because we get into nothing 
but trouble when we start in on that. 

The CuHarrMAN. They would have a right to amend their plans at 
any time? 

Mr. Ewina. Oh, yes. If the plan conforms to the general standard 
we would approve it. Yes; that is frequently done. 

Mr. McKinnon. Dr. Ewing, I have just one final question. 

When a site is determined by the Director of the Housing and 
Home Finance Agency, if he determines in that expansion that there 
are other problems which are creeping in as to educational facilities 
or public health services, then he would contact you; is that right? 
Is your idea of the bill that you think this would work that way? If 
you do not, stop me. He would advise vou and ask as to the problems 
he could see coming in on the development of a given project, and then 
it would be your responsibility, as you interpret the bill—or as you 
would like to have the bill writter, anyway—for you and your various 
agencies to step in and do the planning and advising on the various 
aspects that your agency is fitted to do, and then report back to the 
head of the Housing and Home Finance Agency, and then the Com- 
munity Facilities Division would step in, in cooperation with the 
private contractors, and do the actual construction work of the various 
projects in accordance with the plans laid down by the various agencies. 
Is that the way it would work? The operation of the school, or the 
setting up of a new school district, or coordinating those efforts with 
the established school district, would be handled under the Depart- 
ment of Education? 

Mr. Ewina. Not even that. I think almost invariably it would be 
the State. We are not an operating agency. 

Mr. McKinnon. It would be the State? 

Mr. Ewrna. Our Office of Education in no sense operates an edu- 
cational system, nor any schools. 

Mr. McKinnon. To get away from one of the things you pointed 
out, I believe. 
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Mr. Ewrng. I think, in answer to your question, if I could approach 
it a little bit differently, I would simply say that on the school pro- 
gram it is our feeling that the Office of Education should handle all 
aspects of the planning and programing except the supervision of con- 
struction, or the actual construction efforts on Federal property. It 
should be done on the location of the school and the general problems 
involved, such as how big it ought to be, what the probable Joad will 
be, and the general type of architecture and so forth, which comes 
peculiarly within the competence of the Office of Education. 

Mr. McKinnon. You have your staff to do that with. If that were 
done in another agency the Government would have to create a brand 
new staff? 

Mr. Ewrna. Yes, sir. 

Mr. McKinnon. Likewise, if you people undertook the construc- 
tion, you have no people trained for that so you would have to create 
a new staff and add more employees? 

Mr. Ewina. Yes, sir. 

Mr. McKinnon. Under the system we have discussed during the 
past 10 or 15 minutes, there is a likelihood that we would not have to 
increase Federal employment except at a very, very bare minimum. 

Mr. Ewina. That is correct. 

Mr. McKinnon. Thank you. 

The CuairMan. Are there any further questions? 

Mr. Mutrer. Mr. Chairman. 

Mr. Administrator, I do not know of anybody I can think of in 
public life who has been as much maligned as you have, and most of it 
by people who deltberately misstate the facts. 

Mr. Kiitspurn. What about Acheson? 

Mr. Ewrnea. I will concede that he has first place. 

Mr. Mutrer. I was about to add that I respect and admire you not 
only for the things you have been standing for and fighting for, but 
also for the intestinal fortitude you have shown in standing up to 
these critics. 

I am afraid that the use of a few words during the course of your 
statement, and in answering some of these questions, may give some 
of these persons who like to misstate the facts something to fight about 
and yell about. 

To be specific, you used the words ‘program planning.” As I 
understand it—and correct me if I am wrong—the program planning 
you have been talking about is planning of construction and the 
installation of facilities. It was not program planning with reference, 
for instance, to education. 

Mr. Ewina. No. 

Mr. Mutrer. As to the curricula of the schools. Neither you nor 
any of the members of your staff have at any time, in passing upon 
where funds should go for these facilities, said, ‘You can have this 
Federal money or this Federal aid provided you will have a particular 
curricula that we will approve.’ Is that not so? 

Mr. Ewr1nea. Absolutely. It is forbidden in the act, as I recall it. 

Mr. Mutter. Of course. 

Mr. Cote. It is not forbidden in this act. This act forbids nothing. 

Mr. Mutter. I am sure you will agree that he and his staff are 
going to operate in accordance with the law which brought the agency 
into being, and if we give them some new powers, those duties will 
be performed in accordance with existing law. 
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Mr. Cote. I am talking about this act. There is no limitation. 

Mr. McKinnon. Well, the gentleman should know that this is 
not an act. 

Mr. Mutter. I am sure that before we get through you will have 
suggested enough amendments to it so that they cannot violate any 
existing law. 

Mr. Cote. I will try. 

Mr. Mutrer. You have not suggested to any of these localities 
that came to you for assistance, either in planning of facilities or 
otherwise, that they must use certain textbooks? 

Mr. Ewrna. No, sir. 

Mr. Mutter. Or employ certain members of the staff who have 
any particular philosophy of government or otherwise? 

Mr. Ewrnea. No, sir. 

Mr. Mutrer. The same is true with reference to your program 
planning with reference to hospital facilities. You are dealing there 
with buildings and laboratories that go into the buildings and the 
like, and you have not tried to tell them they must operate in any 
particular way or employ any particular staff members. 

Mr. Ew1na. We have nothing to do with the operation in a hospital. 

Mr. Mutrer. I think that if those who may try to again cry that 
you are looking for socialistic powers here will read this last bit of our 
colloquy, along with the rest of it, they will not deliberately mis- 
construe what you term “program planning.” 

Thank you, Mr. Chairman. 

Mr. Wipnatu. Mr. Chairman? 

The Cuatrman. Mr. Widnall. 

Mr. Wipnatu. I would like to ask Dr. Ewing a question. 

As I understand it, under this bill if there were a division of authority 
you would have the absolute power to approve or disapprove the 
planning for facilities, such as sewage facilities and recreation facilities 
and the like. Does that mean that unless your recommendations 
were taken the projects could not advance? 

Mr. Ewrnc. Well, I suppose the project could not advance with 
respect to those details; yes. You have to have that authority 
somewhere. 

Mr. Wipnatu. The point I am getting at is this: I do not see any 
limitation of expenditures with respect to some of these facilities. 
What is there in the bill to limit the recreation expenditure with re- 
spect to any particular project? 

Mr. Ewrna. I think that is entirely a matter for the Appropriations 
Committee. Congress has complete control over that. This, of 
course, calls for no money at all. This is the general authority that 
we are seeking here. The appropriation would come later. 

Mr. Wipnatt. It in no way keeps down the authority to provide 
recreational facilities that might be the whim of some person at the 
particular moment. For instance, they might decide that horseback 
riding would be nice to keep up the morale of the people and the 
health of the people, and therefore provide stables and horses and 
things like that, or swimming pools and such. There is no limitation 
at all as to the authority with respect to that. 

Mr. Ewina. No. I can only say that I think the only fair philos- 
ophy under which they could administer this would be what in sound 
judgment was felt to be necessary to keep your workers on the job. 
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This is completely connected with defense. This authority that is 
asked here is completely connected with that, and I do not understand 
that it goes beyond that at all. I think that philosophy should be 
completely controlling. 

Mr. Wipnatu. The point I am trying to make is this: I know that 
the people of the United States are bothered by the fact that they are 
going to have a very heavy burden of taxes in the future. There are 
a lot of things you could put into a project that might be nice to have, 
and people living there would enjoy, but I think that the people of the 
United States as a whole would condemn any spending that went 
beyond the real necessities in connection with the project. 

Mr. Ewina. I do, too, and I think they should. I completely agree 
with you. 

Mr. Wrpna.t, If this authority were delegated to your department, 
that would be the philosophy under which you would administer it? 

Mr. Ewine. Absolutely. This is a defense measure and nothing 
else. 

Mr. Wipnatu, That is all. 

Mr. Brown (presiding). All right, Mr. Ewing. We thank you very 
much for your testimony. 

Mr. Ewrne. Thank you. 

Mr. Brown. The clerk will call the next witness. 

The Cierx. The next witness is Brig. Gen. Colby M. Myers, United 
States Air Force, Deputy Director of Installations of the Department 
of the Air Force, who appears representing the Department of Defense. 

Mr. Brown. Come around, General Myers. You may proceed in 
your own way. 


STATEMENT OF BRIG. GEN. COLBY M. MYERS, USAF, DEPUTY 
DIRECTOR OF INSTALLATIONS, DEPARTMENT OF THE AIR 
FORCE; ACCOMPANIED BY COL. JOHN C. B. ELLIOTT, AND 
FRED J. CLOSE 


General Myers. Yes, sir. Thank you. Mr. Chairman and 
members of the committee, I have a very brief statement that I would 
like to read, sir. 

Mr. Brown. All right. 

General Myers. I appreciate this opportunity to appear before 
your committee to present the views of the Department of the Air 
Force on behalf of the Department of Defense concerning H. R. 1272 
a bill to assist the provision of housing and community ‘fac ilities sa 
services required in connection with the national ow nse. 

The Department of Defense recommends that H. R. 1272 be enacted 
into law. The passage of this act will enable the Gaccuseun to 
develop housing and community facilities in those areas where the 
erection of such facilities is nec essary to expedite defense production 
and military mobilization. The measure will encourage the erection 
of privately or publicly financed housing units for defense plants and 
military installations. The availability of living units in the vicinity 
of defense plants or military installations will tend to stabilize per- 
sonnel in these areas. The Department of Defense considers that the 
stabilization of the defense worker is vital to the success of this 
country’s industrial and military mobilization program. 
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There are few, if any, areas where defense facilities may be placed 
that will not require additional housing to care for expanded industrial 
or military activity. Of course, if civilian production is substantially 
curtailed and the existing facilities are converted to defense produc- 
tion, the need for housing in the adjacent areas will be reduced in pro- 
portion to the amount or to the extent that workers will divert from 
civilian production to military production. Indicated needs for 
defense plants and installations from the standpoint of defense require- 
ments lead the Department of Defense to recommend that this bill be 
enacted into law in order that the Government will have the necessary 
authority to carry out defense planning and action in such places and 
at such times as is determined necessary for the defense of the country. 

The exact areas or amount of housing cannot, of course, be pin 
pointed at this time because of the magnitude, speed, priority, and 
phasing of the defense effort and is contingent upon conditions and 
events beyond the control of the Defense Department and for that 
matter, beyond the control of the people of the United States. 

The Air Force, to which I am assigned, has lost much of its potential 
combat effectiveness during the interim period from the end of the last 
war to the present time because of the loss of personnel due to the lack 
of family housing units available to them in the vicinity of our bases. 
This loss must now be replaced at the expense of time and under the 
stress of emergency. 

It is the Department of Defense’s earnest recommendation that 
this measure be enacted into law by the Congress in order to insure 
that our industrial and military mobilization not be hampered by the 
lack of living accommodations, and that correcting action be taken 
as expeditiously as possible to eliminate the existing deficiency in 
family housing. 

Mr. Brown. Mr. Betts, do you desire to interrogate the witness? 

Mr. Berts. No, Mr. Chairman. Thank you anyway. 

Mr. Fueare. General, I notice that you say that the loss of per- 
sonnel has been due to the insufficiency of housing at military sites. 
Is that the only reason that you have lost personnel? 

General Myers. No, sir; it certainly is not the only reason. 
Another reason is that private employment has opened up in new 
fields, allied fields to the military fields. 

Mr. Fueare. Is it not a matter of fact that you have had to close 
your induction centers because you have had more applicants for the 
Air Force than any other branch of service? 

General Myers. I do not know that we have had more applicants, 
sir. I cannot answer that question. 

The prime reason we have had to close our induction centers is 
because we do not have the facilities to provide for the people that 
have been volunteering. 

Mr. Fuaare. Well, almost daily I am having statements from 
boys in my district who say they cannot get into the Air Force, and 
they are single boys who have no need for housing. 

General Myers. Well, there is a need, sir, for troop housing— 
barracks. 

Mr. Fueatr. Which would be temporary; or would it? 

General Myers. The type of facility, you mean? 

Mr. Fuaate. Yes. 

General Myers. That is right; yes, sir. 
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Mr. Fuearte. It would be largely temporary? 

General Myers. Our requirement would be in temporary-type 
facilities, that is right, which we do not have. Our existing plant in 
both permanent and temporary facilities is inadequate at the present 
time. We have public works bills to correct that. 

Mr. Fucare. Under the National Production Act of 1950 was that 
not taken care of? Was there not ample to cover that field? 

General Myers. Well, sir, if it was, I am not familiar with it. We 
have no means that I know of, of providing barracks except through 
appropriated funds through the public works program. 

Mir. Fueare. That is all, Mr. Chairman. 

Mr. Brown. Mr. Kilburn? 

Mr. Krisurn. As I understand the Department of the Air Force, 
you folks have not studied this bill, as to its provisions, and all you 
know is that you want more facilities? 

General Myers. Well, sir, we have studied them. What you say 
is true; we are very anxious to get the facilities. 

Mr. Krisurn. I do not blame you, of course; that is your job. I 
agree with you that you probably do need more facilities, but so far 
as this legislation goes all you are saying is that you want more 
facilities. If this gets them, then you are for the legislation; is that 
not about it? 

General Myers. Not entirely, sir. We want adequate facilities, 
of course. 

Mr. Kitpurn. Yes. 

General Myers. We have studied this bill, and we believe that it 
will provide us with adequate facilities if enacted into law in a great 
majority of cases. 

Mr. Kitsurn. Where the power lies, or how much it is going to 
cost the taxpayers, or anything else really is not your job, as to a 
study of those phases of this legislation; it is just that you want more 
facilities. Iagree with you. I think you ought to have more facilities. 

General Myers. Well, sir, we certainly have to look at the cost. 
We are interested in that. It is not our prime responsibility under 
this legislation. 

Mr. Kitsurn. No. That is all, Mr. Chairman. 

Mr. Brown. Mr. Multer. 

Mr. Mutrer. Following up what Mr. Fugate suggested, let me ask 
you if there is any liaison between the Air Force and the Army so as 
to provide for the transfer from the Army to the Air Force of men 
who are particularly adapted by education, training, and experience 
so that they can be better used in the Air Force than in the Infantry. 
I have in mind a letter which | have on my desk this morning where 
an aeronautical engineer was deferred in order that he could complete 
some work he was doing on a very important development project for 
one of our large airplane companies. At the end of that period, hav- 
ing completed that work, he has now been assigned to an Infantry 
unit. It would certainly seem to me that he would be of much more 
use to the Air Force than to the Infantry. 

General Myrrs. Well, sir, 1 am not a personnel man, and I hesitate 
to make a statement here for the record on something that I am not 
qualified to make a statement on. You probably know the workings 
of the draft law and the voluntary enlistment better than I do. Per- 
haps you will excuse me from answering that question. 
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Mr. Murer. We will pursue it privately later. I, too, know of 
any number of instances, just as Congressman Fugate indicated, of 
boys who attempted to get into the Air Force and who have been told 
that the enlistments have been closed. Under this bill if and when 
you get sufficient barracks and facilities you would then open up your 
doors again, say, ‘Come on, boys, we will take you,” is not that so, 
General? 

General Myers. Yes. Of course, we do not need the family hous- 
ing that would be provided under this bill to get our induction centers 
going. Of course, family housing is very desirable, and it would come 
up definitely later. We are in a very tight bind now to get additional 
barracks at Lackland Air Force Induction Base, and the induction 
center at Sampson, at Geneva, N. Y., and we need a third induction 
center. We are pursuing that now vigorously, but the community 
facilities and family housing can come later. 

Mr. Mutrer. As I understand it, General, you are presenting this 
statement this morning not only on behalf of the Air Force, but on 
behalf of the entire Defense Establishment? 

General Myers. Yes, sir. 

Mr. Mutrrer. What you have said with reference to the Air Force 
applies in a great degree to the Army and Navy bases where we must 
provide housing for the men who are brought into the service during 
their training period, and then, of course, permanent installations 
which we will have to have together with facilities for the personnel 
who will remain at those stations? 

General Myers. Yes, sir, it applies equally, I think, sir. 

Mr. Mutter. That is all. 

Mr. Coir. Mr. Chairman. 

Mr. Brown. Mr. Cole. 

Mr. Coxe. General, has the Department of Defense come to any 
conclusion with respect to housing in the period of mobilization and 
training personnel of the military? By that, I mean has the Depart- 
ment of Defense decided that it was essential to the national defense 
effort that families of the military personnel be housed adjacent to the 
base at which the serviceman is attached? Have you come to grips 
with that problem, General? 

General Myers. That problem is very definitely facing us, Mr. Cole, 
and it is under study. I have talked with many people in the Depart- 
ment of Defense about that matter. All I can tell you is that it is 
under study, the extent to which family housing should be provided 
for this build-up. Certainly we need family housing on or near our 
bases for what might be the permanent Military Establishment. 

Mr. Cour. Yes. 

General Mynrrs. Now, the extent to which family housing should 
be provided or can be provided for the expansion, and how long this 
expansion is to last is a very, very difficult problem, and a definite 
decision on it has not been made. It is under study. 

Mr. Coxe. I am inclined to think that a definite decision will not 
be made. I have asked that question of the Defense Department now 
for a little better than a year, and the same answer has been given to 
me. I doubt if it can be made, frankly. 

General Myers. I am afraid that is right. 

Mr. Coie. But on the other hand it is involved in this bill. The 
amount of housing that should be allocated to a defense area for the 
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use of the families of military personnel where they are temporarily 
assigned to a base is a difficult problem. 

General Myers. Yes, sir; it is very difficult. 

Mr. Cour. That is all. 

Mr. Brown. Mr. McKinnon. 

Mr. McKinnon. General, I would like to have you reconsider a 
statement that I understood you to make to Mr. Multer, in which 
you said that you spoke for the entire Defense Department, saying 
that your present need was for barracks, and not for quarters for 
families attached to military installations. 

I do not know much about the Air Force, but Iam quite familiar 
with the Navy. I know in the city of San Diego, which is headquarters 
for the Eleventh Naval District, that the commandant of that district 
the other day made the statement the Navy needs 9,165 housing units 
in San Diego to take care of Navy families who are attached to men 
either there on temporary or permanent assignments. It is the re- 
volving personnel that the housing units will serve mostly. Now, 
you did not mean to say that your needs are only for barracks? 

General Myers. No, sir; I did not. I have been designated to 
speak for the Department of Defense and, of course, I am particularly 
familiar with the Air Force situation. In answering Mr. Multer’s 
question as referring to this business of the induction into the Air 
Force, and it applies to a lesser extent in the Army or Navy, of vol- 
unteers and recruits and providing facilities to receive, process, and 
house them, that is, for individuals without families, our most urgent 
requirements now are these processing facilities which are required at 
the induction centers. We do have a requirement for family hous- 
ing, but the most urgent immediate requirement is for these barracks. 

Mr. McKinnon. In World War II, did not the Air Force, the 
Army, and the Navy, when they wanted barracks for induction and 
training purposes go ahead and construct their own barracks out of 
military appropriations? 

General Myers. Yes, sir. 

Mr. McKinnon. Is there any reason why that cannot be done at 
the present time to meet your needs, General? 

General Myers. No, except money. Before we can construct 
them we have to have authorizing legislation from Congress and an 
appropriation. 

Mr. McKinnon. For barracks, you mean? 

General Myers. Yes, sir; and we have just received an appropria- 
tion, as you know. 

Mr. McKrnnow. I have received letters from various constituents 
of mine who happen to be in the Air Force, saying that during the 
past few years they have left the Air Force because they could not 
find housing adjacent to a base to take care of their families, and I 
guess that has been repeated many times over in the Air Force. 

General Myers. Yes, sir; that is true. 

Mr. McKinnon. Now, when a man leaves the Air Force, say he 
has the rank of major or colonel, and he has flown a lot, or he is an 
expert in a certain type of flying in the Air Force and has a number of 
years to go, if you lose a man like that, it is quite a financial loss to 
the Air Force; is it not? 

General Myurs. It is a tremendous loss; yes, sir. 
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Mr. McKinnon. How would you’ compare that loss with the ex- 
pense of constructing a house; would you say that it would cost the 
Government more money to construct a house or to lose the services 
of that man in the Air Force on account of the lack of a house for 
him and his family? 

General Myers. There is no question in my mind that the best 
interests of the Government and the country would be served by 
providing adequate housing so that we could retain these men in the 
service. 

Mr. McKinnon. Would you say that would apply to the Navy in 
their radar and sonar divisions from which men leave because they 
cannot find houses to live in? 

General Myers. Yes, sir; that is right, and the Air Force has lost 
many men in that category in the field of radar. 

Mr. Kiitpurn. Do you mean that the Government should furnish 
homes for the families of men in San Diego who are temporarily 
assigned there? 

Mr. Mutrer. I think we should clear up what we mean by tem- 
porary. 

Mr. Kinpurn. Yes. 

Mr. Mutter. Many a man is assigned to these various installations 
on a temporary basis. There is no doubt that a temporary assignment 
may be a matter of 1, 2, or 3 years. 

Mr. Brown. Will the gentleman yield? 

Mr. McKinnon. I am trying to get my question answered. 

Mr. Kitsurn. I think that is an important point. 

Mr. McKinnon. I think it is an important policy point. I think in 
the national defense we are going to be faced with the question of how 
are we going to get the most out of the defense effort, is housing 
going to be the responsibility of the national defense effort to get it, or 
are we simply going to wait it out and let these men do the best they 
can. If we follow that course I know that we are going to lose a good 
many good men out of the Air Force, men who would not be in the 
draft age, and whose experience we cannot afford to lose. 

Take the situation in San Diego, and it is only one of many other 
points, there is an immediate need for 9,165 units estimated by the 
commandant of that district. In addition to that we have about 
11,000 units needed by the various aircraft companies if they are 
going to get airplanes manufactured. In World War II we established 
the policy of getting the aircraft companies to turn them off the 
assembly line and we provided the housing for defense workers, and 
we accepted that philosophy pretty much. Now, if we accept that 
to get airplanes produced by private industry, | would say even more 
strongly that we should supply housing for Air Force personnel in 
the first line of defense. 

Mr. Brown. Mr. Nicholson. 

Mr. Nicnoutson. Mr. Chairman, I am just a little confused about 
the general’s testimony on barracks because there is not anything in 
this bill before us that would supply barracks either for the Army, the 
Air Force, the Navy, or anybody else. 

General Myers. That is right. 

Mr. Nicuouson. The question of barracks is something that the 
armed services or somebody else would approve, and I am pretty sure 
they would. 
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General Myers. That is right. 

Mr. NicHotson. It seems to me that the only thing you want here is 
to have adequate schooling facilities, and to meet the recreational 
needs for the fellows who are in the camps. There is a camp in my 
district, an Air Force camp, an Infantry camp, and an Artillery camp. 
They can get all the recreation they want now. There are bowling 
alleys and dance halls there, baseball fields, wrestling matches, and 
everything else, and you have that in camp too, do you not? 

General Myers. We have recreational facilities on our bases and 
in our camps, yes, sir. they are not always adequate, but we do have 
them. 

Mr. Nicuotson. I am not finding any fault with you, general. 
Only I cannot see where we are interested at all in the procurement 
of barracks for any of the armed forces because that has to be done 
anyway. 

General Myers. I was only trying to answer a question that was 
put to me. 

Mr. Brown. Mr. McDonough. 

Mr. McDonovuau. General, in part of your statement you refer to 
the fact that the exact areas and the amount of housing cannot be 
fixed by pin point because of the vastness of the defense area. Then 
you go on and say, ‘‘and events beyond the control of the Defense 
Department and for that matter, beyond the control of the people of 
the United States.”” Do you mean to say that we have lost the 
initiative in our defense effort, and that we are subject to the initiative 
of a foreign enemy? That is a rather sweeping statement. 

Mr. Brown. We are going to hear witnesses fromm the Atomic 
Energy Commission. These gentlemen have been here for 3 days, 
and I want to get to them. 

General Myers. I mean, sir, at the present time the extent of our 
defense effort in the immediate future cannot be determined. There- 
fore we are unable at this time to pin point and say we are going to 
have a defense plant here, another one here or there, and we are going 
to require so much housing at each of those places. 

Mr. McDonovau. The housing we are talking about here is for the 
production of defense material. 

General Myers. Yes. 

Mr. McDonouau. The housing you are talking about is the same 
type of housing, or are you talking about housing for defense per- 
sonnel? 

General Myers. I think we are talking about both. 

Mr. McDonovan. Both? 

General Myers. Housing required at defense plants, production 
plants and housing required at defense installations. You might 
classify one as an industrial installation and the second one as a com- 
mand or military installation. 

Mr. McDonovau. However, your statement, if it is an expression 
of the Defense Department, indicates to me a total lack of leadership, 
a total lack of planning, and a total lack of preparation for whatever 
is going to occur. In other words, you say it is beyond the Defense 
Department’s control and beyond the control of the people of the 
United States. That is as much as saying we do not. know where we 
are going, we do not know what we are going to do, and we are subject 
to the initiative of a foreign enemy. I have maintained that for some 
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time, that we are largely subject to the initiative of a foreign enemy, 
and that we have lost the initiative. Now, is the Defense Depart- 
ment admitting it in your statement? Those are the words you used, 
and I cannot draw anything else from them. 

Mr. Murer. I draw quite a different conclusion, Mr. McDonough. 
I think the conclusion is irresistible that what obviously is involved 
at this time is whether we will look ahead for a year or 2 years, or 
whether it will be for 5 or 10 years depends on what Soviet Russia 
does. If we stop their war preparations, we may have peace and then 
we can curtail this program. If they continue in their efforts to take 
over everybody and everything, including us, we will have to go ahead 
with this, and we do not know how long we will have to go ahead with 
it. That is the conclusion of everylody who knows anything about 
the international situation. Everybody who has studied it agrees 
that we are forced into this. 

Mr. McDonovuau. In other words, we have lost the initiative and 
we are subject to the initiative of a foreign enemy. 

Mr. Murer. No, we are subject to attacks from foreign powers, 
and we are building up to meet them. 

Mr. McDonoveu. I did not ask you the question. 

Mr. Mutrer. Well, that is the fact and no one can deny it. 

Mr. McDonovuen. And I did not yield to you. However, I appre- 
ciate your observation, but J would like to get the general’s opinion. 
I would like to know if that is the Defense Department’s view. 

General Myers. I can answer that by saying that the Defense 
Department is planning as hard as they can plan on a program for 
the establishment— 

Mr. McDonovan. Of what? 

General Myers. Of the Defense Establishment. We are certainly 
trying not to lose the initiative, but what the future will bring forth, 
or how long it is going to last I do not believe anyone can predict at 
this time. 

Mr. McDonoveu. In other words, the future is not clear, insofar 
as the defense of the United States is concerned. We do not know 
how much we have to plan for, or how long we have to plan for, or 
to what extent we have to build up military personnel or build up 
defense production of the United States. 

General Myers. I personally think that is correct, but not speaking 
as a representative of the Defense Department. 

Mr. McDonovau. I was quite a little impressed with your words, 
“beyond the control of the people of the United States” and, “‘ beyond 
the control of the Defense Department.”’ I think that is very sweep- 
ing and saying it is a definite admission that we do not know where we 
are going, and I think it is a reflection on the leadership both of the 
executive and of the military personnel of the Government. We have 
to get our lines drawn tighter here and know where we are going. 
That is all, Mr. Chairman. 

Mr. Brown. Mr. Widnall. 

Mr. Wrpna.u. I would like to make one statement at this time in 
connection with your previous statement about the loss of valuable 
personnel because housing was not available to them. I have talked 
to people who have left the Air Force, and also with a number of 
people who have been connected with the Air Force Reserve. I find 
that some people may have left because of that inconvenience reason, 
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but there are also people who are wondering about the direction in 
which we are going, and until leadership is asserted they cannot be 
expected to give their best efforts and stay within the Department and 
continue to work for the best interests of the country. It is a case of 
where the boys are saying, “‘Where are we?’ and the people at home 
want to know what the picture is. They are ready and willing to make 
sacrifices, they are ready and willing to make sacrifices as far as housing 
is concerned, | am convinced, but there has to be more than a 24-hour 
plan. There has to be duration to it. It is not to be on a 1- or 2-year 
basis, but a 10-, 15-, or 20-year basis. I think as soon as people have 
been shown that objective that you are going to have all the coopera- 
tion in the world from every segment of our society and you are not 
going to be losing people out of the Air Force like you have been losing 
them. 

General Myers. I certainly think that is correct. My statement 
has reference to the period since the last war up to the present time, 
and is based on surveys that we have made of the reasons why men 
are not enlisting. I certainly agree with you that once we know our 
objective and it is firm, that the people are going to stick on the job. 
It happened in the last war, when they knew what their job was, there 
was no question about them doing it, and in my opinion the separation 
of families was accepted on the basis that they had a job to do, and 
that as soon as the job was done they would be able to get back with 
their families.’ It seems to me that the big question that is brought 
up is, Are we going to accept that separation now, will our people 
accept it, and how long are we planning for in this defense build-up? 

Mr. Brown. Mr. Deane. 

Mr. Deane. The only thing I wish to say, General, is that while 
there may have been mistakes made in the military planning, I per- 
sonally want to commend you and our other leaders for the job that 
you are trying to do under very difficult and trying circumstances. 

You have presented a statement. This bill is before us and the 
responsibility is up to Congress as to whether we keep step with the 
serious emergencies that we face. I understand from your statement 
that from your observation and knowledge of the growing defense 
installations that this bill is essential and necessary? 

General Myers. Yes, sir, very definitely necessary. 

Mr. Deane. That is all. 

Mr. Brown. Are you through, Mr. Deane? 

Mr. Deane. Yes, Mr. Chairman. 

Mr. Brown. Doctor Talle. 

Mr. Tauue. General Myers, have you submitted a plan for your 
needs? 

General Myers. No, sir, we have not, to answer your question 
categorically. Each of the departments at the present time is draw- 
ing up its plan for the installations and facilities required in the ex- 
pansion program as we now know it. That is being drawn up right 
now. 

The Munitions Board and the National Security Resources Board 
are working on this problem of industrial expansion. The require- 
ments have not been presented yet. 

Mr. Tauxte. Do I understand, then, that the committee may an- 
ticipate at some future time the Department of Defense will submit 
a plan or program of its needs to this committee? 


78408—-51——_10 
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General Myers. If the committee desires it, I am sure that would 
be presented, sir. Under this legislation, however, I believe that those 
needs would be presented to the appropriate administrative authori- 
ties under this act. 

Mr. Tauue. Will you point out in what specific respects this bill, 
H. R. 1272, would furnish what you believe the Department of De- 
fense needs? 

General Myers. Title I of the bill, sir, inserts a new title to the 
National Housing Act, title IX, which would be supplementary to 
the Wherry-Spence Act, would supplement it, and I think would 
provide housing and community facilities on some of our bases and 
installations that are of a temporary character in this expansion. 

Title IT of the bill is, in effect, an improved Lanham Act bill whereby 
the Government would construct housing, and I believe that a large 
part of our requirements on permanent installations, if you might 
call them permanent installations, can be met in that title. 

Mr. Tauuie. The authorization under this bill is $3,000,000,000, 
is it not? 

General Myers. Yes, sir, that is right. 

Mr. Tatue. Are you prepared to say how large a part of the 
$3,000,000,000 would be required by the Department of Defense? 

General Myers. Yes, sir, lam. As I said, I am not in a position 
to pin point it, and it would be an estimate at this time, but I believe 
that the requirements of the Department of Defense will be about 
the total of that $3,000,000,000, sir. 

Mr. Tatuie. About the $3,000,000,000 total? 

General Myers. Yes, sir. 

Mr. Tauue. The total of the $3,000,000,000 in the bill? 

General Myers. Yes, sir. .” 

Mr. Tatu. In that event the authorization in the bill would apply 
altogether to the Defense Department. Assuming that you were to 
get it all, whatever other purposes those who wrote the bill may have 
had in mind would go out of the window, would they not? 

General Myers. Well, sir, I do not know. Of course, Mr. Foley 
would be the Administrator of this, and we would give our require- 
ments to him. I presume that if the authorities under this bill were 
inadequate that he would come back to the Congress, sir, for additional 
authorities. 

Mr. Tauue. It appears, then, to be a certainty, on the basis of the 
testimony this morning, that $3,000,000,000 is an inadequate sum? 

General Myers. I hesitate to say that because it is only an esti- 
mate. 

Mr. Tauue. That is all, Mr. Chairman; thank you. 

Mr. Mutrer. Mr. Chairman, may I make just one or two remarks 
very briefly? 

Mr. Brown. Yes. 

Mr. Mutter. The $3,000,000,000 referred to in this bill is not an 
authorization to spend that money at all, but it is merely an authoriza- 
tion for insurance under this bill? 

General Myers. That is right. 

Mr. Mutter. This is not a bil! authorizing the expenditure of 
$3,000,000 ,000. 

Can you give us any estimate of about how long it would take you 
to spend $3,000,000,000 on military housing? 
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General Myers. To actually spend it? 

Mr. Mutter. Yes, assuming we did give you the $3,000,000,000 to 
spend on defense housing for your military facilities, how long a ‘period 
do you think it would require to use that up? 

General Myers. I think it would require a period of approximately 
2 years to actually place the construction and expend the $3,- 
000,000,000. 

Mr. Mutter. Let me clear up just one thing: In every installation, 
whether an induction center or otherwise there are, necessarily, men 
coming in and going out at all times on a more or less temporary basis, 
isnot that so? In the case of the induction centers, for instance, men 
come there and stay for a short time and then move on to another 
point? 

General Myers. Yes, sir. 

Mr. Muuter. And in every one of these installations you must have 
a certain number of personnel who are there more or less on a per- 
manent, basis? 

General Myers. Yes, sir; that is right. 

Mr. Mutrer. And you must have facilities there to take care of 
those men? 

General Myers. That is right. 

Mr. Mutter. And in no part of the Defense Establishment does 

man have a permanent assignment to any place. No one can say, 
“You are going to stay in this installation from here on.” Every 
man who is assigned as part of the Military Establishment, other than 
the civilian personnel, is always subject to moving from place to place 
as assignments and orders come through? 

General Myers. That is right, sir. 

Mr. Mutter. Even though a man may be an instructor of a very 
high and specialized degree, he will be sent in to train certain men at 
a particular installation? He may expect to stay there 2 or 3 years, 
or as long as they use the installation for that purpose. Nevertheless, 
he can be moved to any place if the order comes through. 

General Myers. Yes. 

Mr. Mutter. We must bear those things in mind when we talk 
about temporary installations and temporary housing and permanent 
housing. For you to be able to build these installations you will have 
to move in a certain number of temporary workers who will remain 
there, or in the vicinity of the installation, until the installation is 
completed, and then they will move out. 

General Myers. That is correct. 

Mr. Nicnouson. I would just like to ask Mr. Multer a question 
regarding the authorization. Mr. Foley testified here that this was an 
authorization, not an appropriation, for $3,000,000,000. 

Mr. Mutter. May I direct you to Mr. Foley’ s statement in which 
he said, almost word for word, that although this bill has been referred 
to as a bill authorizing the expenditure of $3,000,000,000, it is not such 
a bill at all. It is an authorization for that much insurance. Those 
are almost his exact words. You will find them in the prepared 
statement he submitted to us. 

Mr. Nicuoitson. Are they going to insure $3,000,000,000 worth 
that is not built? 

Mr. Meurer. Every mortgage insurance program calls for insuring 
things not built. You issue a commitment to insure even before the 
building is started. 
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Mr. Nicuouison. We will insure, $3,000,000,000 worth of new 
construction? 

Mr. Muvtrer. That is the proposal in this bill. 

Mr. Brown. Mr. Clerk, will you call the next witness? 

Mr. Hatuawan. The next witnesses will be Walter J. Williams, 
Director of Production, Atomic Energy Commission, and Mr. Carroll 
Towne, Director of Community Operations Branch, Atomic Energy 
Commission. 


STATEMENT OF WALTER J. WILLIAMS, DIRECTOR OF PRODUC- 
TION, ATOMIC ENERGY COMMISSION, ACCOMPANIED BY 
CARROLL TOWNE, DIRECTOR OF COMMUNITY OPERATIONS 
BRANCH, AND HAROLD L. PRICE, GENERAL COUNSEL’S OFFICE, 
ATOMIC ENERGY COMMISSION 


Mr. Wiiutams. Good morning, Mr. Chairman. 

Mr. Brown. I would like to ask you before you proceed who 
determines the defense area at the Savannah River project. 

Mr. Wituiams. Do you mean the area that we require? 

Mr. Brown. Yes. 

Mr. WituramMs. The Atomic Energy Commission. 

Mr. Brown. The defense area would extend beyond 250,000 acres 
for the purpose of building homes. How far would that extend? 

Mr. WixuraMs. That is a question that I do not believe I am pre- 
pared to answer this morning. I think it is something that would 
have to be determined by a survey. We expect to draw a large number 
of people from Aiken, Augusta, and the surrounding towns. Our 
experience in the past has been that within 40 miles of our site we can 


get the personnel. As you get farther and farther away from the site 
there will be fewer and fewer people. 

Mr. Brown. Much of the area outside the 250,000 acres will be 
determined as a defense area? 

Mr. WixuraMs. I would like to read a statement which we have 
prepared for the Atomic Energy Commission. 

(The statement referred to 1s as follows:) 


SraTEMENT BY Water J, Wititams, Director or PRopvucTion, 
Atomic ENERGY CoMMISSION 


We are in hearty accord with the objective of the proposed bill to centralize 
all Federal activities with respect to housing defense workers by placing these 
activities in appropriate agencies having the requisite skills and equipped to give 
adequate attention to the many problems involved. To the extent that the pro- 
posed legislation sueceeds in meeting the requirements of the atomic energy 
program, diversion of effort by the Atomie Energy Commission from pursuing its 
primary program to coping with housing and related problems will be avoided. 
From the Commission’s viewpoint, this would be highly desirable. 

We favor the principle of this legislation that primary reliance shall be placed 
on the initiative of private enterprise to provide the additional facilities needed 
for the atomie energy program. It must be recognized, however, that the urgent, 
rapidly expanding nature of this program may make it impossible for private 
enterprise to meet the emergency requirements for housing and related facilities. 

While it is our express intent not to build and operate permanent communities 
at our new sites, it is our understanding that nothing in this proposed bill would 
curtail our existing authority under the Atomic Energy Act of 1946 to provide 
such housing, facilities, and services on project sites as may be necessary to meet 
the needs of our present or future programs. 
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As you know, the Commission has recently announced the selection of two new 
large-scale production installations,the Savannah River plant in South Carolina 
and the gaseous diffusion plant at Paducah, Ky. The existence of satisfactory 
housing, schools, and other community facilities is absolutely essential to the 
successful recruitment and retention of the required personnel. Legislation of 
the sort contained in this bill would undoubtedly be of considerable value to the 
Commission in connection with providing the necesssary housing and community 
facilities for the workers who will reside in the areas near the installations. Some 
estimate of the magnitude of problems in this respect may be obtained from con- 
sideration of the presently contemplated personnel requirements at these new 
sites. 

At the Savannah River site preliminary estimates indicate that construction 
employment will reach a volume of about 8,000 by July 1951, a possible peak of 
35,000 by July 1952, and drop off to a negligible amount by July 1954. Employ- 
ment of operating personnel (over and above certain key administrative personnel 
already assigned) will probably start in July 1951 and is now estimated to rise to 
approximately 1,700 in July 1952, 4,000 in January 1953, and to its ultimate level 
of about 6,000 in January 1954. 

At the Paducah site, preliminary estimates indicate that construction employ- 
ment will reach a volume of about 8,300 by July 1951, a possible peak of 11,000 
by January 1952, and drop off to a negligible amount by July 19538. Employment 
of operating personnel will probably start in March 1951, and is now estimated 
to rise to approximately 1,000 in July 1952, 1,300 in January 1953, and to its 
ultimate level of about 1,600 in June 1953. If possible contingent developments 
should come to pass, this total may go as high as 4,000. All of these estimates 
are tentative, and subject to substantial revision. 

It is our sincere hope that the communities in the vicinity of our projects will 
not be burdened with a supply of unneeded and unwanted housing after our con- 
struction programs have been completed, and if direet Federal construction of 
housing proves to be necessary, that due regard will be given in advance to provi- 
sion of such housing in ways which will facilitate their removal when surpous. 
This matter concerns the AEC, because its operating programs will become a 
permanent part of the local economy, and it is concerned that no avoidable burdens 
be placed on neighboring communities because of the temporary impact of its 
construction programs. 

Mr. Tauzie. Mr. Williams, on the first page of your statement you 
say—and I quote: 

It is our understanding that nothing in this proposed bill would curtail our 
existing authority under the Atomic Energy Act of 1946 to provide such housing, 
facilities, and services on project sites as may be necessary to meet the needs of 
our present or future programs. 

I would like for you to explain to the committee what that authority 
embraces. 

Mr. Witurams. We have authority under the act to construct 
housing facilities and provide for our operating personnel and con- 
struction personnel, at the sites of our projects. We, at the present 
time, have three large towns which we operate, one at Los Alamos, 
in New Mexico, one at Richland, Wash., and one at Oak Ridge, 
Tenn. The Commission inherited those towns. It did not choose to 
build towns, but they were built by the Manhattan District because 
that was the only way to get the job done at the time. It has been a 
great burden upon the Commission to operate the towns, but it was a 
part of the objective of producing fissionable material, and it was 
necessary to have these towns, so the Commission felt that it was 
necessary to retain this responsibility and authority. 

Mr. Tair. Assuming no legislation were passed, could the Atomic 
Energy Commission proceed to take care of its needs without any 
further legislation? 

Mr. Wixurams. If we proposed to take care of it, it would be 
necessary to get appropriations from Congress. It would also be 
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necessary to secure sites and to divert our effort from the principal 
objective of building production plants. 

‘he Commission does not desire to do that. The Commission 
feels that this particular responsibility for our new sites could be better 
carried out by some other agency, or by private enterprise in the 
surrounding towns. 

There has been a great deal of effort devoted to operating the 
towas that we now have. It is not the best type of operation despite 
all we have done. 

They are Government towns. Everthing is owned by the Govern- 
ment—the streets, the houses, and so forth. It is just not the best 
situation. 

The Commission would wish to go to great extremes to get rid of 
this responsibility in the new plants. 

Mr. Tauuie. Do you not agree with me it is quite proper to get 
public money through appropriations? 

Mr. Wiuuiams. Well, I have understood, sir, that is the way that 
public money is gotten. 

Mr. Taute. It used to be, I may add, but in this new day there are 
many devious ways of getting it apparently without the standard way 
of going through the Appropriations Committee. 

I do not suppose that the Atomic Energy Commission has any partic- 
ular dislike for asking Congress for appropriations, does it? 

Mr. Wiuuiams. No, sir. We understand that is the ideal way of 
operating. We have no objection to it. In fact, we think it is a very 
good idea. 

Mr. Tate. I agree with you, sir. 

You can do that under existing law; can you not? 

Mr. WiiuraMs. We can ask for appropriations, and we do ask 
each year for appropriations to carry our program. 

Mr. Tatie. Thank you for your answer to that question. I have 
only one more question, and that relates to your statement on page 2, 
the second paragraph, where you discuss construction employment. 

Will you clarify for me whether perhaps one-half of the personnel 
would be married and one-half unmarried, and what relation this 
figure would have to the family status? 

Mr. WiuuiaMs. Well, we do not have any exact figures on a break- 
down of the 35,000. Ordinarily, there may be 10 percent or 15 
percent—and I am not in a position to speak with authority on this— 
of the people working on the job who are single. There will be some 
few that will come in without their families. They follow these jobs 
around the country. It has been our experience in the past there is 
a large percentage of the key craft people who desire to bring their 
families, and we ran into that during the past war. As an example 
of that, at Oak Ridge, Tenn., I believe our population there at one 
time in the trailer camps, hutments, and permanent housing reached 
something over 80,000. The population there today is 31,000. Now, 
this is just an indication of what would happen. 

I am not in a position to break down by number how many would 
be single and require barracks, and how many would require trailers, 
but we believe these are the over-all peak employment figures. 

Mr. Tatie. What would you say is the average age of a group 
working at that kind of employment? Would it run higher than, 
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say, the average age in military barracks? Are they more mature 
people than you would find in an Army camp? 

Mr. WiiuiaMs. Generally speaking, yes, they are. Now, you are 
speaking of the construction portion of ‘the job, I assume. 

Mr. Tauue. Yes. 

Mr. Wituiams. They are older people. The Army, of course, 
makes an effort, I believe, to get the younger persons for training. 

The average age for our population at Oak Ridge is around 37 or 
38. The average age of the construction workers would be higher. 

Mr. TA.ue. Now, 35,000 persons would not mean 35,000 units 
because several persons might be housed in one unit? 

Mr. Wiuuiams. There would be some provision for barracks. I 
think that there would be a large requirement for rooms, barracks 
space, and it might run as high as 10 or 15 percent, but there will 
also be a large number who wish to bring their families along with 
them. 

Mr. Tatite. What did you say was the average age in the group 
that does the operating of the plant? 

Mr. WituraMs. At Oak Ridge? 

Mr. Tatue. Yes. 

Mr. Wituiams. I believe around 37 or 38. 

Mr. McKinnon. I have no questions, but my distinguished col- 
league from Iowa intrigued me. I would like to be enlightened about 
these devious ways of getting money. I wonder if Mr. Talle could 
explain that. 

Mr. Tatue. We are talking about Government insurance in this 
bill. That is one way. 

Mr. McKinnon. Insurance? 

Mr. Tature. You get your money from private banks and the 
Government insures the loan. That is one way of doing it. 

Mr. McKinnon. Do you characterize that as ‘‘devious’’? 

Mr. Tauue. It is a matter of definition, I suppose. It is devious 
as far as getting it from the Appropriations Committee is concerned. 

Mr. Mutrer. That would not put money in the hands of the 
department or agency. 

Mr. Tatue. If you will discuss the matter with the Appropriations 
Committee, I think that you will find during past years there have 
been a good number of attempts to set up revolving funds and escape 
the requirement that people should come before the Appropriations 
Committee and clarify what they have done with public money. 

Mr. Mutter. The Appropriations Committee and the Congress at 
any time can put an end to that revolving fund and stop it. 

Mr. Tauue. That is quite true. 

Mr. Fueate. Mr. Williams, referring to the plant at Savannah 
River, 5. C., there would be two periods involved, one a period of 
construction and then a period of operation. During the period of 
construction you will have a pyramiding of employment based on the 
need of rapidly completing the project. The type of housing for the 
period of construction would be very different from the type of housing 
you would need for the period of operation. Am I] right? 

Mr. Witurams. We believe that; yes. 

Mr. Fuearte. Then, that type of housing that would be required 
for the period of construction would be movable units, or of the 
barracks type? 
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Mr. Wiuurams. Movable family units—trailers or barracks type for 
single persons. 

Mr. Fucarr. Now, you have projected your need, I assume, in the 
appropriation bill which will be pending before the Congress. Have 
you included in that requested appropriation sufficient funds for 
these temporary housing units? 

Mr. WituiamMs. We have not. 

Mr. Fucare. You have not anticipated that at all? 

Mr. Wiuuiams. No, sir. 

Mr. Fucate. Then it would be the responsibility of some agency of 
Government to provide for that temporary housing if that project is 
completed on time. 

Mr. Wiuuiams. I believe it would be necessary; yes. 

Mr. Fucatrr. Then you think this bill is good legislation and is in 
the interest of national defense? 

Mr. Wixurams. I believe this bill would help us to get our job 
done, sir. 

Mr. Fucater. Get it done more quickly? 

Mr. Winurams. Get it done quickly and efficiently. 

Mr. Kitsurn. I am not exactly clear in my mind about. this. 
Cannot the Atomic Energy Commission go to the Appropriations 
Committee and get the appropriations for any housing that it may 
need? 

Mr. Wiiuiams. It can go to the Appropriations Committee and 
ask for any housing that it thinks it needs. 

Mr. Kinspurn. If this bill was never brought up or enacted, you 
could still do that? 

Mr. Wittiams. We could do that. We prefer, as I stated before, 
sir, not to be burdened with town operation, building, planning, and 
so on, along with the very large and difficult program which we now 
have, to get the production plants built. 

Mr. Kiteurn. It is not quite clear to me why the Atomic Energy 
Commission is especially interested in this bill. They could go on 
their own, I would think. 

Mr. Winurams. We have learned through experience, sir, and if 
you have followed the testimony during the hearings that we have 
had you will know why we are gun-shy. We have learned sinee 
January 1947 that there are some things that appear to be very easy 
and very appropriate to getting the job done in one way, and we have 
learned that we might do it in a better way. We hope that we may 
do this in a better way. 

Mr. Kitsurn. Your only interest in this bill then is that you think 
you can get your housing easier under this than by going to the 
Appropriations Committee? 

Mr. Wiuutams. That is not the reason. The Appropriations 
Committee has certainly indicated that they would like to have us out 
of the town operation business. I think that if we had to get the 
money we would get it to get the job done. It is a question of getting 
the job done as expeditiously and quickly as possible and then not 
having a lot of loose ends around when we are through. It is better to 
have the people more or less governing themselves and having a part 
in the community than having them live in these Government towns 
as they are at Oak Ridge. We realized this and we are trying to do 
something about it. It certainly would not indicate that we are trying 
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to do something about it if we went on building these towns of our 
own volition. 

Mr. Kirtpurn. You really do not have much interest in what power 
this confers on whom, or how far reaching it is going to be as far as 
the taxpayer is concerned; you are interested in trying to get the avail- 
able housing to do your job. 

Mr. Wiuurams. We are interested in getting the job done, and that 
is all. 

Mr. Nicuotson. In Kentucky, how much personnel would come 
from the area that would not have to be supplied housing? We will 
say that 10,000 is the top figure that you will have. How many of the 
10,000 could you hire that would live within a radius where they could 
go back and forth to work by automobile or some other method of 
transportation? 

Mr. Wiuutams. We have found during the construction period that 
you get a larger percentage of the labor type—truck drivers, mechan- 
ics, and so forth—in your surrounding area; however, when it. comes 
to your skilled trades like plumbers, electricians, and so forth, we 
find it is necessary to go over a very wide section of the country to 
recruit the people to get them in to do abigjob. Weare at the present 
time, our contractors and representatives, making a check to see how 
many people we think we can get that are housed in the area. I do 
not have those figures now. 

Mr. Nicnotson. You know the territory. I do not know what the 
territory is. Is it far away from Paducah? 

Mr. Wiu.iams. It is not very far from Paducah, about 10 or 12 
miles. 

Mr. Nicuouson. In the Hingham shipyards in Massachusetts, and 
at those big installations that we have, people drove from 30 and 40 
miles away daily, and we did not need any of the new housing. It 
would have been nice if they could have had it, but they lived at home. 
If they were employing 30,000—and I guess they employed more— 
probably 25,000 or more of the 30,000 came from the local communities. 
Why cannot they do it in Kentucky? Do you need 10,000 units for 
10,000 people? 

Mr. Wiuutams. We have not said how many we can get from the 
area, sir, nor whom we would bring in. I do not know off-hand, but 
in these communities like Paducah usually the communities are built 
up more or less to support the requirements of the population, and 
you will find that there are industries in Paducah and other towns 
like that that require a certain number of people to operate them. 
I would suspect that we might get 30 or 40 percent of our people 
from the surrounding territory, or even more. There is probably 
within a 40-mile radius of our job 100,000 people, but that includes 
men, women, and children, as well as people who are farmers and who 
already have jobs. A large number of the laboring class of people 
will come in—I mean the common labor—but when you go to get 
hundreds of plumbers and pipefitters for special pipefitting jobs, and 
electricians, a-small town like Paducah just does not support such a 
population. It is necessary then to go out with the help of the unions 
and bring these people in from all over the country until the job is 
done, and then they will gravitate to some other place. 

Mr. Nicuouson. So, if the Government builds it, they have to 
supply the people, of course, the same as a contractor now does, who 
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has a big job? He brings in his own crowd and erects temporary 
barracks and then he takes them down when the job is finished. 

Mr. Wituiams. This is not like the ordinary job, sir. I believe 
that the conclusion may be erroneous in this respect—it is unusual 
to have a job that costs $500,000,000. If it were a small job, say 
$20,000,000 or $30,000,000—and do not get me wrong; that is not 
small, in my estimation, but in comparison it is—then it might be 
possible for a contractor to take care of it himself. However, in this 
case we are already running into some difficulties in finding houses 
for personnel in this area, which is an indication that we certainly 
need help. 

Mr. Nicnotson. You say by July 1 you will have a negligible 
pg That means that a great many of the people will move out; 
is that it? 

Mr. WituramMs. No. What I meant was that our requirements for 
that construction personnel would be negligible. Whether they move 
out or not, I do not know. 

Mr. Nicuoxtson. Just people working there? 

Mr. WituiaMs. Yes. 

Mr. Berrs. Aside from the construction personnel, would you have 
to have additional personnel to carry out this proposed construction, 
if you proceeded under the Atomic Energy Act yourself? You would 
have to have someone to plan it and to determine. 

Mr. Wiuuiams. I think that I get the idea. 

Mr. Berrs. You would have to have additional people? 

Mr. Witurtams. Yes. That would take a sizable set-up in itself 
if we were to plan on building the town. It would take Atomic 
Energy personnel, contractors, and architect-engineers. It would 
take another group for which we would be responsible. 

Mr. Berrs. You had that once on these other construction proposi- 
tions? 

Mr. Witutams. We did. 

Mr. Berrs. But they have not been retained by the Commission; 
is that correct? 

Mr. Wixurams. Well, we have at Oak Ridge and at Richland, 
Wash., and at Los Alamos, N. Mex., three towns that we have to go 
on operating because it is necessary to get our job done—our operating 
job. 
Mr. Berts. But the personnel that you used to plan and construct 
you no longer have; is that correct? 

Mr. Wiu1aMs. That is correct. The personnel that we used in 
the construction period has found employment elsewhere. 

Mr. Berrs. I am not inquiring about the construction workers 
themselves but the planners. 

Mr. WituraMs. The architect-engineers, the Atomic Energy Com- 
mission personnel, when a program is over, are reduced. It is neces- 
sary for us to reduce our forces. 

Mr. Mutrer. There would be criticism if you should go to the 
Appropriations Committee for this purpose. You are trying to 
avoid that, are you not? 

Mr. WituraMs. That is correct. 

Mr. Mutter. You will need, in these two installations alone, 
when they are completed, probably 10,000 permanent workers. 

Mr. WituramMs, Approximately. 
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Mr. Mutrer. If you are going to build within the maximum unit 
amount allowed by the bill you will need about $80,000,000 to do the 
job, and that would be Government money spent by your Commission. 

f we provide for that construction under this bill you will have nothing 
to do with it; you will not be spending any Government’ money but 
following the old American way of inviting private capital to come in 
and build those houses, is that correct? 

Mr. WiuiaMs. That is certainly what we desire; to have private 
enterprise take the load and do the building and the managing and 
we do the operating of the plant. 

Mr. Murer. And that is why you are in here urging that this 
bill be enacted into law? 

Mr. WituraMs. I am here to lend my support to anything that 
will help us build these plants and get them to operating without our 
participating directly in house planning and operation. 

Mr. Murer. You may need as many as 46,000 workers to put 
up these plants and when the plants have been completed you will 
have no further use for those people. You cannot use those people 
in the work of the plant. They will be persons used only to construct 
the plant quite apart from the construction of any homes that have 
to be built there? 

Mr. WiuiaMs. That is correct. 

Mr. Mutter. So far as possible, you do not want the Government, 
nor your Commission, burdened with any temporary housing that 
may have to be erected for those temporary workers? 

Mr. WituraMs. We would prefer to have the temporary housing 
furnished in some other way. 

Mr. Mutter. When we use the word “temporary” now we are 
thinking of a period that may run as long as 4 years before these 
plants are completed; is that not so? 

Mr. Wiis. Yes. 

Mr. Mutter. We are using the word “temporary” to mean as 
— as 4 years, and at the end of that time all the temporary workers 
will go. 

On page 3 of the statement you use the expression that all these 
estimates are tentative and subject to substantial revision. You are 
referring to the permanent personnel at the plant; is that right? 

Mr. Wiuurams. I was referring to both, sir, but I think that the 
greater doubt may be in the construction personnel. We have had 
considerable experience with the operating personnel and I believe 
those figures are firmer than for the construction personnel. 

Mr. Mutter. Is there any likelihood when these plants are com- 
pleted and in full operation you will need less than 10,000 persons 
permanently at the two places? 

Mr. WiuuiaMs. We will require a minimum of 1,600 in Paducah, 
and possibly 4,000. There are other considerations that I am not 
permitted to discuss. That is a firm figure, or a fairly firm figure, 
~ the Savannah River project, but we believe it is the minimum 

gure. 

Mr. Mutter. And you may exceed the 4,000 figure in Paducah 
when you are in full operation? 

Mr. Wiuuiams. There is a possibility, but I believe that figure is 
ney right. 

Mr. Mutter. Thank you, sir. 
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* Mr. Brown. We thank you very much. 

The clerk will call the next witness. 

Mr. Hatianan. The next witness is Mr. Lawrence A. Epter, 
president of the Mortgage Bankers Association of New York, Inc. 


STATEMENT OF LAWRENCE A. EPTER, PRESIDENT OF THE 
MORTGAGE BANKERS ASSOCIATION OF NEW YORK, INC. 


Mr. Eprer. With your permission, I will summarize my state- 
ment and insert my full statement in the record. 

Mr. Brown. It will be inserted in the record at this point. 

(The statement referred to is as follows:) 


STATEMENT OF LAWRENCE A. Eprer, PresipENT, MortGace BANKERS 
ASSOCIATION OF NEW York, INc. 


This association, which I have the honor of heading, has in its membership, 
savings bank, life-insurance companies, mortgage-loan correspondents of savings 
and life companies, commercial banks, servicing agents for institutions and private 
lenders, including approved mortgages, as set forth under the rules and regulations 
of the National Housing Act. 

We wish to go on record as strongly opposing certain provisions contained in 
S. 349 (the Maybank bill) and H. R. 1272 (the Spence bill) covering defense 
housing as outlined in that proposed legislation. 

We have, however, 14 alternative proposals which should satisfactorily ac- 
complish the same results but within the framework of the national housing law 
with possible minor amendments. 

Our reasons for opposing this legislation under titles I, II, III, and IV of the 
bill are based on the simple facts that new legislation is being proposed where 
substantially all of this could be accomplished by reactivation of title II, section 
203, and title VI, sections 603, 608, and 609, without restrictions of the regulation 
X, as issued and amended. It would appear thet efforts have been made to 
imitate, through rewording, the sound portions of titles I] and VI, and as always, 
the limitation is a very poor copy. 

This association in its study of the proposed defense housing legislation finds 
that it can support part of the proposed legislation which we will refer to herein, 
or where no comment is made contrary to the contents of the bill, the same may 
be construed as approval of legislation as proposed. In other instances we do 
not believe that the best interests of the Nation can be served, in a time when 
“rigid economy,” to quote President Truman, is the express policy of the admin- 
istration. 

Exception 1: Beginning with the declaration of policy, we believe that para- 
graph 3, page 3, starting at line 7, requires full clarification. The provision for 
rental housing ‘“‘to the maximum extent practicable”? presupposes operations by 
large builders only because of the amount of cash required above the proposed 
loan, for one- and two-family houses. 

Our feeling is that this is restrictive in that it closes out the opportunity of the 
small builder to participate in this program. Records indicate that the average 
number of dwelling units built by private industry averaged less than 10 dwelling 
units per builder for the year 1950. 

Exception 2: The reason for our objection under title IX, section 903 is that 
the basis of value for mortgage loan purposes is ‘‘appraised value’’ established at 
90 percent. This presupposes a stabilized economy and a stabliized cost factor 
in construction, both as to prices of material and cost of labor, and an even flow 
in normal economy. 

No such condition exists, nor is it possible in the immediate future to control 
prices even with price controls, so that the only investment by the builder is 10 
percent above the 90 percent mortgage. In any period of history the economic 
law of supply and demand will always govern, and Members of the Congress are 
certainly aware of the black markets that develop and are developing where 
scarcity becomes the basis of the economy. 

FHA appraisals under title II, section 203, which is the same basic approach to 
value as proposed under title IX, section 903, are below actual sales prices, and in 
light of VA appraisals are below minimum reproductive costs, exclusive of profit. 
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Therefore, a figure closer to 15 percent of the builder’s funds would be frozen until 
such time as sales were authorized by the FHA Commissioner. If a percentage 
of sales of the properties of the particular tract were permitted to be sold, then the 
smaller builder could participate in the program within the limits of his small 
capital. 

Our consideration as representatives of the mortgage-lending field is not the 
profit of the builder. Our concern is his ability to satisfactorily complete the 
development without financial loss and to make payments out of income derived 
from the rentals of the property so that mortgage investments are the end result 
and not incomplete housing which would result, based on shortage of capital of and 
inability to complete by the small builder. 

We object to the use of any portion of title IX insurance, where the FHA 
insurance Office is satisfied that a particular tract of land comes within the mini- 
mum requirements of title II. In keeping that portion of housing finance under 
title II, the risk to the FHA mutual mortgage-insurance fund under the National 
Housing Act, as originally written in 1934 and as amended, will be minimized. 
Small victory- or factory-type housing in marginal districts adjoining main 
metropolitan centers will be eliminated as a risk. 

Where the location does not meet the formula because it is substandard under 
the yardstick of title II, section 203, the the use of title IX, section 903, shall be 
operative. 

Exception 3: Under title IX, section 903, as is true under every restrictive pro- 
vision of maximum mortgage dollars in all sections and titles of the National 
Housing Act, this bill fails to correct the greatest fallacy that has existed in the 
entire program of FHA-insured mortgages and the proposal to limit a mortgage 
to $8,100 under section 903 merely compounds the same errors that began in 1934, 

It is our earnest plea to the Congress, once and for all time, to remove from 
all sections of the National Housing Act a dollar limitation and to replace this 
monetary limitation of loan with a square-area limitation, in order to avoid at this 
date of experience the fallacy of building in a rising cost economy a smaller house 
in each successive year. 

This formula will equalize the inequities of the higher-cost areas against the 
lower-cost areas id colder climes that require special insulation treatment and 
heating systems as against those areas in the warmer climes that do not need this 
treatment for comfortable living. Loans country-wide would still equalize as far 
as FHA liability is concerned if this formula were to be used in place of the dollar 
limitation. 

In other words, as was brought out in testimony, beginning with the economy 
housing program in 1949, 750 square feet or less of livable area, as defined by the 
FHA, is not adequate. Livable areas should be fixed at a figure between 900 and 
1,000 square feet, so that a three-bedroom house may be erected in the first 
instance; and, with this method of computation for loan value, the house in the 
warmer clime will for the first time be the same as the house in the northern clime, 
although the mortgages and values will be at variance based on the local conditions 
in the areas throughout the country where new homes will be erected. 

Under title LX, section 903, rentals must be fixed that will result in a fair return 
on investment as was done under title VI, section 608. 

Where the Commissioner has called for the holding of a particular tract of one- 
and two-family homes for rental purposes, provision must be made to permit the 
sale of any of the houses if a period of 30 days after completion results in no 
occupancy for rental purposes. There are ample precedents for this reeommenda- 
tion in the past 4 years in connection with veteran preference to purchase new 
housing under construction. 

Exception 4: At page 9, under section 903B (7), there are provisions, under the 
terms of which a mortgage may be granted, amongst which are— 

(a) Alterations, default reserves, additional and secondary liens.—Any provision 
for alterations to a mortgaged property certainly should be omitted in relation to 
one- and two-family housing because a builder would not necessarily own the 
property for a long period of time. 

(by Default reserves.—Since there is no definition anywhere in this act, or in any 


other portion of the National Housing Act, it would appear that the Administra- 
tion contemplates setting up reserves for future losses by FHA under this program. 
Is that not the reason for the mortgage-insurance premium being paid by the bor- 
rower under all sections of FHA? 

(c) Additional or secondary liens.—Is this a new departure on the part of FHA, 
or does this contemplate the reintroduction of section 505 (a) loans as was author- 
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ized by the Servicemen’s Readjustment Act? Or does this indicate for the first 
time that the Administration will permit second mortgages behind FHA first 
mortgages? 

Exception 5: Under title IX, section 903, subsection (b), subparagraph 7 (C), 
premium charges prior to this time, with the one exception under title p class 3, 
were always payable by mortgagors not mortgagees. ny provision of a premium 
from one-half of 1 percent to 1% percent to be “‘payable by the mortgagee,” as 
provided for on page 10, line 13, and page 11, lines 8 and 9, is a radical departure, 
which would result in such loss of interest by the mortgagee acting for the deposi- 
tors or the policyholders that it would not be prudent to make such loans except 
out of dire necessity of the lack of investment opportunities. 

Mortgages constitute the chief source of income of savings banks, savings-and- 
loan associations, and life-insurance companies; and mortgage-interest earnings 
are the lifeblood and form a very substantial portion of the income of all institu- 
tions and commercial banks engaged in investment not only for their own portfolios 
but those making construction loans for other permanent lenders. 

Is it the intention of the Administration to force this additional charge upon the 
mortgagee, exclusive of the charge payable by the mortgagor, so as to discourage 
investments by institutional lenders and thereby lead to the charge that lending 
institutions of all types are not cooperative and are unpatriotic? The Congress 
must remember that this would effectually reduce the interest rate return provided 
for under this act to a point where it does not take into account the nonliquidity of 
mortgage investments as distinguished from direct United States Government 
obligations. 

If under the terms of the mortgage the mortgagee has a right to charge back 
this extra insurance charge, this will result to a point beyond one-half of 1 percent, 
which has been the normal practice, as hereinbefore stated. Then, for all practical 
purposes, the carrying charges of the properties will be increased by this additional 
fixed charge, and compensating additional rentals will have to be permitted to 
offset this increase in operating expenses. 

Exception 6: Under section 905 (a), line 9, the power to invest moneys of the 
National Defense Housing insurance funds includes investments ‘‘in bonds or other 
obligations of or in bonds or other obligations guaranteed as to principal and 
interest by the United States.” 

No power to invest in FHA bonds secured by mortgages endorsed by the Federal 
Housing Administration shall be vested in the Commissioner or Administrator. 

Any such provision as presently contained in the proposed legislation does not 
meet with the liquidity conditions of an insurance fund to pay claims if assets are 
in any way tied up in mortgage investments, even though FHA-insured or VA- 
guaranteed. 

The Commissioner could under these powers by constantly purchasing such 
bonds, insured or endorsed by FHA, or guaranteed by VA, draw a large percentage 
of FHA mortgages from the market or act as a depository for VA-guaranteed loans 
to the extent that it would actually be acting as asecondary-market lender. It has 
been the administration’s policy to have only the Federal National Mortgage 
Association act in this capacity. 

Exception 7: Under section 908, subsection 2 (B), there is no maturity fixed to 
circumscribe the powers of the Commissioner in relation to the maximum term of 
mortgage which may be insured under this section of title IX. At its best, the 
maximum term should not exceed 40 years. Our reason is that in some areas 
title VI, section 608, title II, section 207, and possibly some title IT, section 213, 
are, or will be, in existence in the area in which a 908 may be erected. Any term 
beyond the 32-to-40-year periods, permissible under titles II and VI, will result 
in unfair competition with those existing structures and will result in defaults 
under the other loans already insured because of loss of rental income through loss 
of tenants. This unfair competition would result in foreclosures and losses to 
other insuring funds under the various sections of the National Housing Act. 

In other words, by an extended term beyond 40 years, we are in fact creating 
legislation hereunder, either before or after foreclosure sale, for the equivalent 
creation of national cooperative housing which was defeated last year. Nor are we 
looking forward to this section as permissive for FHA operations under the guise 
of HHFA cooperatives, as was proposed. The creation of resettlement areas in 
the period from 1936 forward showed drastic losses to the Government at the time 
of subsequent liquidations and would create losses subsequently to be taken by the 
National Defense Housing insurance fund, in this instance. 

We are prepared to submit to the Congress the actual net results of this liquida- 
tion in at least two instances, and there are many more of this type of liquidation. 
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Exception 8: Section 106, amending title VI, section 608, and inserting sub- 
paragraph (g), as contained in lines 16 to 21, on page 24. The mutual mortgage- 
insurance funds under all titles of the National Housing Act, and particularly 
titles IT and VI, are in fact legal trusts, the terms of which have been established in 
law and in practice. Neither the Federal Housing Administration, its Com- 
missioner, nor any public servant of the United States Government, can legally 
touch these funds. 

Exception 9: Under the proposed amendment of title VI, section 608, the 
Commissioner is told to disregard previous acts of Congress and legally enacted 
laws by granting him permission to insure any resold property under another title. 
After foreclosure and the issuance of debentures there would be a legal claim to be 
settled with the holder of the debentures against specific assets known as the 
mutual mortgage funds by transferring the asset out of the fund without cash 
compensation which would lessen the reserves for future losses. If cash were to 
be paid by one mortgage fund to the other mortgage fund for reimbursement for 
the value of the property, the purchasing fund will have lost assets through dis- 
sipation not provided by law. 

All funds in the mutual mortgage fund under the National Housing Act, in all 
of the sections and titles, actually belong to the individual mortgagors of this 
country and are to be repayable to them in the event that losses do not accrue 
beyond the total solvency of the fund. In addition to the position of the mort- 
gagors, there is a guaranty outstanding to the mortgage-lending institutions guar- 
anteeing to them payment in the event of loss, out of these funds, and only upon 
complete insolvency of the fund is the contingent liability of the Secretary of the 
Treasury brought into play. 

No resale of any foreclosed property can be made under any terms better than 
the original maximum term of vears and eligibility must conform to the par- 
ticular title and section under which it was first insured. No liability can be 
assumed by the other insurance funds. 

An attempt to insert the new section 608 (g) is an attempt to reinsure loans of 
another title and would accrue against individual mortgagors and mortgagees. 
This inviolate right of security in the mutual mortgage funds must never be 
attacked or altered by any Congress of the United States. 


TITLE II 


This is public housing and the forerunner of cooperative housing all over again 
under a new guise despite its previous resounding defeat in the EKighty-first Con- 
gress. 

Section 201 of this title is another effort on the part of the administration to 
foster public housing under the guise of defense emergency housing on the public. 
It will result in more deficit financing at a time, as we stated before, that President 
Truman has stated that we must function under a rigid economy. The only 
improvement over the cooperative housing bill of 1950 is the fact that provision 
is made for permanent construction of one to four families only as against full proj- 
ects, but the method of disposition, exclusive of the method of finance and con- 
struction, as set forth on page 26 and beginning at line 13, as the methods of sale 
again creates cooperative housing at which undoubtedly will be the Government’s 
expense through disposition similar to the practices of the Federal Public Housing 
Administration, to wit, loss, as against the point of break even, of funds expended. 

Exception 10: We object to the construction by the Government of anv project 
in these times of high expense and shortage of funds on the basis of President 
Truman’s own statement of economy, plus the necessity to raise additional 
revenue through higher taxation, and submit the following conditions if the 
President’s statement is to be supported by his administration: 

(1) Before the Administrator in any way attempts to have construction built 
under this section, the project must be nationally advertised so that private 
industry can have the opportunity to relieve the Government of the expenditure 
by building the project privately and privately financed. 

(2) If the Administrator cannot obtain private sponsorship, then, and only 
then, may construction be undertaken by the appropriate Government agency. 

(3) All construction must be under FHA minimum standards under titles II, 
VII, or IX. 

(4) An actual FHA mortgage must be established through normal channels 
with the loan going into the Federal National Mortgage Association upon com- 
pletion, so that it could be eligible for resale to an institution and to save any 
diminishing funds from an already strained Government operating under a 
terrific financing deficit. 





154 DEFENSE HOUSING AND COMMUNITY FACILITIES 


(5) Any such loan held by a commercial bank may continue to be held free of 
any Federal Reserve requirement of percentage of liquidity. 

(6) No right shall exist in the Administrator to build in any city or populated 
area except those areas which are “‘classified’’ or secret military installations or 
atomic-energy manufacturing installations. 

(7) No job shall be on a cost-plus. Any percentage figure, as provided for 
under See. 209, at line 21, must conform to the amount as set forth under FHA 
under section 608 of the proposed title VI and shall be a bid contract.! 

(8) Rentals are to be fixed in accordance with prevailing rentals in an area, 
are to be in strict conformity with FHA commitment practices under 608 and 
207, with adequate proof of ability to sustain operations of the project without 
financial loss to the Government or to the FHA insuring fund and in accordance 
with the “fair rentals’ as called for under section 212. 

(9) Any sale of the property to the tenants or to a cooperative, if formed, must 
be at not less than cost, and then only if no such offer is received, the project 
must be nationally advertised for open-market bidding. No private deals sep- 
arately negotiated can be made by the Administrator in this instance. Again 
we say, look to the Federal Public Housing Administration records. 

(10) If the area under title 202 (b) is one where housing is required for only 
the duration of the defense emergency, houses must be of a mobile or portable 
character in every instance. 

Exception 11: Section 204 of this proposed legislation provides for a blank 
check to the Administrator and exclusive of the foregoing exceptions to title I 
of this bill, in a time of operations under ‘‘a rigid economy,” no blank checks 
are to be handed to any Administrator for the making of loans or grants except 
upon a proper determination of value through competent appraisers, both in the 
Federal Housing Administration and outside appraisers, as to the value of such 
grants, with loans, if any, to be backed up by proper securities and certainly not 
to nonprofit agencies which again spells out cooperative housing. A maximum 
for any one project under this seetion must be established within the provisions 
of the bill and a maximum for all such purposes, if this legislation ever does 
become law, must also be provided so as to circumscribe the powers of the 
Administrator. 

» Any powers to acerue to the Administrator must be in accordance with the 
prior conditions that the improvement must be in accordance with normal prac- 
tices of FHA under titles 608 and 207 of the National Housing Act in relation to 
values for off-site improvements. 

Exception 12: Section 206 gives the Administrator power to assign any asset 
to the jurisdiction of the Department of Defense without reimbursement, as set 
forth on page 31, at line 5. No power should be provided unless such an asset 
is specifically not a foreclosed property under the national defense-housing fund, 
or under any mortgage fund of other existing titles of the National Housing Act. 
Any transfer of any asset that forms a part of the insurance trust funds under 
mutual mortgage insurance cannot be transferred without proper compensation 
in cash or other negotiable assets. 

Under section 211, any funds received regardless of limitation, if the Adminis- 
trator does erect any housing, must go into the national defense-housing fund, 
unless it is kept in the eommon fund, as provided for under this section. 

Section 215 (c) and (d) are too broad in the scope of the language used therein. 
Obviously, if the Administrator builds in an isolated area, it will have to be a 
self-contained community, but is it the duty of the Administrator to create baby- 
sitting service as provided for at page 38, lines 7 and 12? 

Paragraph (e), shall further define nonprofit agency as a corporation, joint 
association, cooperative, partnership, certificate holder, shareholder, stockholder, 
proprietary leaseholder, or individual. 

Exception 13. Title III, page 39, under section 301, line 15, reads, ‘‘isolated or 
relatively isolated.’’ The word ‘‘relatively’’ should read ‘‘classified’’ areas or 
secret, military, or atomic installation zones. 

Exception 14. Title IV, prefabricated housing. In light of the protestation of 
operating ‘‘a rigid economy, section 401, amending section 102 of the Housing 
Act of 1938, makes a provision for loans directly or in cooperation with banks or 


1 Under sec. 203 of this proposed legislation, the Administration assumes that it cannot build housing 
at the same dollar cost that private industry must build under sec. 908, or as in the past, under secs. 608 
and 207. The provision of cost by average of $9,000 for a 2-bedroom unit is in fact $1,100 higher than the 
bill provides for private industry in the $7,200 of mortgage presupposes a cost not less than $7,920 for a 
2-bedroom unit, $10,000 for a 3-bedroom unit, with a maximum loan of $8,100 to private industry, is $1,000 
higher for construction by the Government, with a maximum of $11,000 and a 4-bedroom unit will get an 
allowance of $2,000 of cost in Government construction more than private industry is allowed under the 
provision of 908. 
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other lending institutions.’’ In a period of deficit financing, why should the 
Administration encourage the use of Government funds as this section would? 
No direct loans should be made. 

The new section 102 (a), proposed as an amendment to the Housing Act of 
1948, allows the Administrator to make loans to ‘‘and purchase obligations of any 
business enterprise or financial institution.’’ No such power to acquire a financial 
interest or other obligation of a financial institution should be given to any ad- 
ministrator. _ Facilities for rediscounting paper of financial institutions’ assets 
through the Federal Reserve System and through private financing, except in 
times of economic distress, should not be given to any Government agency to own 
or take as collateral, preferred stock, debentures, or notes, of any financial insti- 
tution. 

The same exception is taken to 102 (a) beginning at lines 14 through 17. Under 
this power, if not properly circumscribed, the Administrator could acquire and 
actually own financial institutions. No law has as yet been proposed for the 
nationalization of banks or Government ownership of banks and this section of the 
proposed law opens the door to such possibilities. 


RECOMMENDATIONS 


We believe that the aims of this bill could be accomplished in a more satisfac- 
tory fashion at a minimum cost to the Government and without further expendi- 
tures in the form of deficit financing, and we respectfully recommend the following 
changes to accomplish the results now desired within the framework of existing 
laws which have been tried, tested, and found to be successful. 

Recommendation to exception 1: Title II, section 203, be amended to permit 
occupancy. Sale can.be made to any individual 30 days after completion and a 
sale to a defense worker may be made any time during construction or up to 30 
days thereafter if the property has not been rented. 

Recommendation to exception 2: Title IX, section 903, and title IX, section 
908, should be reconciled to either be 90 percent of “‘appraised value”’ or 90 per- 
cent of ‘“‘estimated value.”’ 

Recommendation to exception 3: We petition Congress to change all FHA 
legislation that fixes a dollar limitation per loan to a square-foot limitation per 
property to insure adequate-sized homes. 

2ecommendation to exception 4: We recommend the elimination of “default 
reserves’ since this is covered under the mortgage insurance premium. We further 
recommend that no secondary liens except under a program and new legislation 
reinstating section 505 (a) of the Servicemen’s Readjustment Act be permitted. 

Recommendation to exception 5: No MIP premium charges are to be payable 
by mortgagees and the premium for FHA insurance is to be fixed at one-half of 1 
pereent, as heretofore. 

Recommendation to exception 6: We recommend precluding any investments 
of national defense housing insurance funds in any obligation of the Government 
except bonds of the United States Treasury. 

Recommendation to exception 7: A fixed maturity not to exceed 40 years, is 
recommended so as to eliminate losses to the mutual mortgage funds under titles 
II, VI, and VIII, as the result of unfair competition of the longer term mortgage. 

Recommendation to exception 8: The transfer of any funds from the present 
war housing insurance fund under title VI, is illegal in that assets of that fund 
belong to mortgagors based on the provisions of the fund, mortgagees, if there 
are defaults. and in no way are these funds the property of the United States 
Government. 

Recommendation to exception 9: The same recommendation is set forth in 
relation to the proposal to insure resold properties after foreclosure under any 
section or title of the FHA without regard to the provisions of the original act, or 
amendments thereto. Every fund established under the various titles of the 
National Housing Act are specific trusts and the conditions of the trusts are 
established in law and, are in fact, a contractual objigation between the United 
States Government, the borrower and the lender, which cannot be changed by 
unilateral action of one party. 

Recommendation to exception 10: We recommend that all of title II of this 
proposed legisiation be canceled out or, at its best, restricted to specific cases 
where the areas in which proposed projects are to be erected by the Administrator 
are in classified areas. Also, that any construction by the Government of a 
permanent nature must conform to minimum FHA construction standards and 
that no sales of any actual completed project be permitted through private 
negotiations. National advertising must be used in order to obtain the best 
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possible price for any purchase by groups, as contained under paragraph No. 9 
of the exception, and no construction is to be started unless nationally advertised 
as under paragraph No. 1 of this exception. Under the same exception, costs 
must be limited to the FHA etsimated value, whether built by the Government 
or privately without special exceptions as set forth under section 203 of this 
proposed legislation. 

Reeommendation to exception 11: Blank checks to Administrators or Com- 
missioners, without specific limitations, are undemocratic in that the will of the 
Nation and Congress can be circumvented by the actions of an individual. There- 
fore, we recommend, if this section of the act is passed that the Administrator 
be limited as to dollar amount per project and a fair dollar amount for all projects. 
By fair dollar amount for all projects we do not mean the compromise of $150,- 
000,000, which was offered as a means of last resort to pass cooperative housing 
in 1950, as against the $2,000,000,000 program requested under that form of 
legislation. 

Recommendation to exception 12: No asset of any mutual mortgage fund is to 
be assignable to the Department of Defense without payment because of the 
sacred trusts established in law and by contract of the proper disposition of 
any funds in the mortgage insurance funds, under all titles of FHA, as enacted 
since 1934, and as amended through 1950. 

Recommendation to exception 13: We recommend that the word “relatively” 
as used in title III, section 301, of the proposed legislation, should read ‘classified 
areas or secret, military, or atomic installation zones.” 

Recommendation to exception 14: We recommend the elimination of section 401 
of title IV, of the proposed legislation, insofar as purchasing any obligation of 
any financial institution. This is not the function of the Housing and Home 
Financing Agency, nor is the Government to go into the banking business through 
the back door. 

General recommendation: We respectfully petition the Congress to reactivate 
title II of the National Housing Act (not title II of the proposed legislation) in 
designated defense areas and to eliminate by resolution or by cooperation with the 
Federal Reserve Board under the Defense Production Act of 1950, the restrictions 
of regulation X as it affects designated defense areas. 

We also respectfully request reactivation of title VI, certainly insofar as it affects 
section 603 of the War Defense Housing Act and section 609 affecting assistance 
to prefabricators. 

We also respectfully request that the Congress of the United States recognize 
the sacred trusts which it has created for the stability for Government-assisted 
finance under the National Housing Act, for the stability of mortgage financing 
through mutual mortgage insurance funds and to resoundly defeat any proposed 
legislation which encroaches or converts the rights of mortgagors and mortgagees 
to worthless paper and empty promises by dissipation through transfer or other- 
wise of these funds in the manner proposed under this bill, which we firmly believe 
to be a violation of contractual obligations of the Government, the mortgagor and 
mortgagee. 

Respectfully submitted. 

Mortcace Bankers AssoctaTION oF NEw York, INC., 
By Lawrence A. Eprmr, President. 


The substance of this report has been approved by the board of governors and 
the legislative committee of this association, whose members are: Eugene J. 
McCarthy, Hugo Steiner, Richard Hurd, Alfred R. Marcks, Frederick Jackson, 
Harry M. Huter, William E. Walker, Jr. 

Mr. Eprer. Thank you for permitting us to testify again this year 
as we did last year in the housing legislation. 

Our opposition at this time is not based on any different set of facts, 
fundamentally, than the fact that title II and title VI of the Federal 
Housing Administration operations under the National Housing Act 
are substantially operative to take care of practically every condition 
under title IX as proposed in the title I section of this bill. 

We do find that there is a series of conflicting opinions between the 
operation of title II and title VI that can be carried through in title IX, 
one of which, for example, is the provision of the 90 percent of ap- 
praised value under section 903, as proposed, and 90 percent of esti- 
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mated value, as proposed under section 908 in title I of this bill. 
That is half of title I and half of title VI all over again. 

Mr. Mutter. What do you recommend? 

Mr. Eprer. Our recommendation, for this purpose, is the title VI 
installation, reactivation. Our reason for it is simply that costs 
today are not stabilized. We are by no means stabilized, and nobody 
can actually sit down, even with the price-control declaration of 
yesterday, and get honest-to-goodness true costs to operate under 
an appraised valuation. 

Mr. Mutter. Do you not have the same objection when you take 
the estimated value? ~ 

Mr. Eprer. With regard to the estimated value, on the basis of the 
two operations, under sections 603 and 608, we had a necessary 
replacement cost as the basis of estimation. Your present program 
calls for a certificate of reasonable value. 

That certificate of reasonable value, at any time when you have 
an FHA loan as the basis of the property, as we had before, carried 
an FHA appraisal which was substantially below the appraisal of the 
Veterans’ Administration, because the approach was the value on 
the cost under the Veterans’ Administration as against the true 
appraisal or the long-term value under the FHA. That is why we 
are recommending reactivation of section 603, rather than having 
conflicting sections of 903 and 908. 

We took one other exception along the same line. That is the pro- 
vision for rental. Our reason for this, again, is not attempting to 
defend the builders. The builders can take care of themselves, and 
they will undoubtedly be heard before the committee. 

Last year there were 1,400,000 units built, and the average number 
of builders was 140,000 builders actually in operation. Therefore, as 
to the average number of buildings they erected, the dwelling units, 
it was equal to 10 units per builder. 

Mr. Mutrer. You have included in your 140,000 the single-house 
builder as well as those who put up one or two or three or four units? 

Mr. Eprer. All I can do is to take averages. I can go to the other 
extreme and say that we may have had 60 builders, including all the 
big builders. 

tr. Mutrer. How many builders out of the 140,000 built 500 or 
more units? 

Mr. Eprer. I would hazard a quick guess and say that on the 500 
or more you could probably limit the country to not more than 15 or 
20, who actually built 500 or more. 

Mr. Mutter. That is the fellow you will have to look to for some 
substantial building. The fellow who built a single one, two, three, 
four, or five-unit house is not going to participate in this program to 
any great extent. 

Mr. Eprer. If you give him no more than 10 percent of the cost. 
The amount of cash required under section 903 is of such a nature that 
he will have 15 or 20 percent above what you purport to give him. It 
is 90 percent of appraisal, and not 90 percent of cost. 

Mr. Mutrer. Do you not think that these fellows should have a 
substantial part of their own money in this project? 

Mr. Eprer. Very definitely, but then do not tell them that you are 
giving them a 90-percent loan, because you are not. 
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If you are going to give a 90-percent loan, establish it as a 90-percent 
loan. Otherwise, go back to title II, section 203, and let him have a 
95-70 loan which you put through in the National Housing Act of 
1950 as amended, and then he will get a fair loan. 

One other thing we are asking, again, in this exception, is that every 
phase of the National Housing Act since 1934 has always established 
the dollar value of the loan value. The result is that in every suc- 
ceeding year the size of the house that can be erected is always smaller 
than that of the preceding year, because of the constantly rising cost. 

We believe that the National Housing Act should be amended to a 
point to talk about the same thing at all times, which is a house of a 
given size. Your FHA-insuring district offices throughout the entire 
United States have values established for their particular zones, and 
you will get a value in some areas which is higher for the exact same 
house than you will get in an equivalent area elsewhere, but you will 
eliminate for all time this question of high-cost areas against low-cost 
areas, which is, in my estimation, a great misnomer. The reason for 
that is that under your high cost and low cost we take the entire 
United States as an area. That is not true. 

The area in the North, the Northeast, the Northwest, is a cold 
climate. That cold climate must be heated. That cold climate needs 
insulation, and other things. The southern areas do not have the 
heating plants to the same degree as the northern areas. They do not 
require such insulation. They do not require a lot of factors, because 
they are not subjected, in a lot of cases, to the humid temperatures, as 
we are in the coastal regions. 

For that reason, we say that any limitation should be based on an 
area per house, the unit of the house. 

Mr. Murer. Regardless of area? 

Mr. Eprer. Yes. 

Mr. Mutrer. Have you not made an inconsistent argument, 
because you say that you need one type of construction in one place 
and another type of construction in another place. Yet, you do not 
allow for any cost differential. 

Mr. Eprer. I said area per house, not specifications per house. 
I distinguished before on the question of the two different points, 
where one area would require heating and the other would require 
little or no heating, like the southern areas. 

Mr. Mutter. You are going to have two standards, one based on 
the area of the house itself and another based on specifications. 

Mr. Eprer. I want the standards established substantially on the 
basis of the actual conditions in the respective localities. 'The house 
down South is going to cost considerably less money than a house up 
North. 

Mr. Mutter. Then you are going to argue for appraisals in accord- 
ance with the local conditions? 

Mr. Epter. That is right. 

Mr. Mutrer. I did not understand you. 

Mr. Eprer. That will eliminate the question of the high cost or 
the low cost. It is just a question of basing it on the conditions in a 
particular zone. 

We believe in a lot of these cases where the so-called title [IX was 


to be operable that section 203 could be used by setting up the same 
loan to the builder as an optional right on the part of the Federal 
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Housing Administration, and where the space was to be used for 
rental. purposes to give the Federal Housing Administration not only 
~ authority but to give the builder an opportunity to get the same 
oan. 

That is the same condition as is under title VI, section 603, as we 
have had for quite some time. 

Some of these items that have been proposed under section 903, 
frankly, have no definition in this act, and we in the mortgage-lending 
field are definitely at a loss. 

There is a provision under section 903—B that talks about “‘altera- 
tions, default reserves, additional and secondary liens.”’ 

Why anybody would have to have a right for special permission in 
order to alter a one-family house into a two, or a two into a three or 
four, is something I do not understand. That would come under the 
FHA insuring office as to whether it was a proper charge. I do not 
see why that provision should be made in the carrying charges, for 
the property to call for an alteration reserve, nor do we see why a 
default reserve should be established, because the default reserve is 
covered under the mortgage-insurance premium of the National 
Housing Act. 

On that same topic, twice, there is a provision under section 902 of 
this bill for a transfer of assets from the war-housing insurance fund to 
the national-defense housing fund. We have gone on record very 
strongly in our statement against any transfer of any funds from one 
insuring fund to the other. Our reason is that when the FHA loans 
were established and when the loans were offered as a basis of good 
sound security, because of the insurance fund behind it, we had a con- 
dition there where we had to rely upon the fact that if there were de- 
fault concessions to be made in the form of debentures—if there were 
no default within the particular class, which I understand is the form 
of operation of the mutual mortgage fund, after a period of 12 or 14 or 
16 or 18 years, as the act says, when the premiums will equal 110 per- 
cent of the outstanding balance, the default would be paid to the mort- 
gagor, to transfer these assets, using title VI, which was the 
war defense-housing section, into tithe 1X, which is the proposed na- 
tional-defense housing section; and actually and in fact it takes $10,- 
000,000 of the insuring funds out from under title VI. We say that 
that condition should not exist, nor should it be permitted. If we are 
going to establish a new fund, we should establish a brand-new fund. 
If it is upon any other basis but a loan, it certainly should not be on a 
direct transfer of assets from one fund to another, because if we do 
that we are weakening the structure of the insurance of loans. 

We have another condition here, in which for the first time under 
title IX, section 903, subsection (b), they call for the insurance pre- 
mium to be payable by the mortgagee. At first we thought it was a 
mistake in print, but upon further reading and discovering that de- 
bentures would be issued at par plus accrued interest, and that the 
lender could surrender them in payment of the premium funds, we 
came to the conclusion that it was not a mistake, that it was a definite 
proposal to for the first time not only charge the mortgagor for insur- 
ance premiums but to charge the institution for an insurance premium 
ranging from one-half of 1 percent to 1} pereent. 

Lenders in general have been placed in the bad house, or on an off- 
reservation basis, on the grounds that we are not patriotic; we do not 
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cooperate; we do not do a lot of other things, but we do have a trust 
position in relation to depositors and policyholders. 

If you charge the mortgagee cmpiaall of 1 percent, up to 1% percent, 
in addition to that which is paid by the mortgagor, and the mortgagee 
cannot go back to the mortgagor to collect hoe 4 funds, then your in- 
terest rate of 4% percent, or 4 percent as you provide under sections 
903 and 908, is not correct. You have actually taken away % percent 
to 1% percent of that interest rate. You have brought closer the inter- 
est rate, from anywhere from 4, starting at 44, to the figure of 3, if you 
take up to 14 percent; and on a 4 percent loan you have done the same 
thing and reduced the figure to 2% percent of the actual return. 

If you bring the rate down to 2% percent, you are in direct conflict 
with the Government interest rates, so far as the long-term bonds are 
concerned. Trustees of public funds, in the form of depositors or 
policyholders, are such that it is natural that the institution would 
not want to go into that form of financing. 

We ask, therefore, that that clause be stricken out and set forth 
under its original provision as contained in the National Housing Act, 
which is that the mortgagor pay the charge and that the charge be 
limited specifically to one-half of 1 percent. 

Mr. Kiitpurn. Would the members of your association buy them? 

Mr. Errer. We buy them, and originate them. 

Mr. Kiispurn. You but them: but would you buy them? 

Mr. Eprer. We would buy them if we had an absolute dire necessit 
of investment, or we would do as has been done with the World Bank 
system, purchase a limited amount of them for, shall I say, good will. 

Mr. Kitpurn. Everybody, I should think, would want a free 
market on those things. 

Mr. Eprer. That is correct, and this is not a free market, because 
it is superimposing a 1}-percent charge in addition to the operation 
of the institution. 

Mr. Kivsurn. I think we ought to have the interest rate just as 
low as we can get it, provided we provide for a free market. 

Mr. Eprer. So far as the interest rates are concerned, there is 
only one thing I would like to mention, very briefly. 

I went into a lot of discussion last year under the Cooperative 
Housing Act as to the interest rates. The actual interest rate last 
year for savings institutions in the State of New York, taken from the 
report of the superintendent of banks, showed that the interest 
return was 2.94 for the year 1949, which is the last report that we 
have been able to get, because they are printed almost 1 year later. 

For the year 1948, which was the basis of my testimony last year, 
the interest rate was 2.86. But the net interest rate differential 
amounted to less than five-one hundredths of 1 percent between the 
2 years. 

‘Part of that, and the only reason they did obtain any increase, was 
because: number 1, they had to sell Government bonds to meet their 
commitments to purchase loans; and, number 2, we had an unfortunate 
situation develop last July where there were terrific withdrawals of 
deposits. 

I say “terrific.” When an institution loses from 1 to 3 percent of its 
deposits in 1 to 2 months, that is considered an extraordinary with- 
drawal of funds, particularly when the month of July in the State 
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of New York is always a high deposit-rate month, because of its being 
an interest-bearing month or an interest-dividend month. 

Mr. Tatur. Mr. Chairman, may I ask a question? 

Mr. Brown. Mr. Talle is recognized. 

Mr. Tatite. A moment ago you used the term ‘good will.” I 
thought you said you might buy some investments for which you have 
not the highest regard in order to promote good will. 

Mr. Errer. That is correct. 

Mr. Tauue. I am interested in knowing how that operates. 

Mr. Epter. Well, again, public institutions—I use the word “pub- 
lic’ advisedly—I mean private institutions who are in fact owned by 
the depositors and the policyholders find themselves in a position 
from time to time, with a special Government issue, where they will 
buy it for the purpose of saying, ‘‘We contributed something to a 
program,” because there has been an awful lot of criticism that we 
have not. 

We were told, when we objected to the cooperative housing in 
1950, that we were on the wrong track. We said, ‘That is incorrect; 
we are on the right track. Give it to us under section 213.” That 
is ultimately what we did get, under the FHA, and the program 
developed into a successful program. 

Regulation X, as amended 10 days ago, came out and cut the 
support out from under the cooperative housing bill under the FHA 
by reducing the amount of the maximum loan by 7 percent in two 
categories. 

In other words, the veteran loan, which could have gone 95 percent, 
where 65 percent was in the hands of veteran owners, was cut down 
to 88 percent, and the other category in which less than 65 percent 
were veteran buyers, was cut down to 83 percent. 

I want you to understand that we are not fighting that question. 
The only thing we are talking about is that if we are going to go into 
cooperative housing and we are given the right to build cooperative 
housing under a private act, as we were then, we do not want to be 
accused in that case of refusing to support the program because the 
builders are just not going to have enough money to go into the deal. 
We do not want it levied against the institution on the ground that 
they do not want to make the loans. That is not true. We do want 
to make loans. 

Our outstanding position in the State of New York only amounts 
to 36 percent in mortgage loan investments in the entire State. 
That is an increase of 3 percent from the previous year, despite 
the fact that New York State by legislation has given the savings 
bank system the right to go out all over across the country under the 
FHA to increase the mortgage loan bond volume. ‘There is a bill 
before the New York State Legislature to give them the right to go 
all the way across the country under section 501 of the Veterans’ 
Administration law to assist the Veterans’ Administration market 
Nation-wide. With all of that they can only get out, as last year 
indicated, a 3% percent net increase in the mortgage loan position 
as against the preceding year. 

Mr. Tate. I am still intrigued by this term “good will.” Is it 
the good will of society generally that is promoted, by making this 
investment? 
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Mr. Eprer. That is correct. 

Mr. Ta.ue. Society generally. To some of them it might mean 
“4ll will.” 

Mr. Eprer. That is right. You do the best you possibly can under 
the circumstances, being charged as a trustee of public funds. 

Mr. Tautuie. You feel a certain pressure to do that sort of thing? 

Mr. Eprer. The pressure for the most part comes under a phrase 
we use repeatedly in our business called the pressure of loanable funds. 

Mr. Brown. Called what? 

Mr. Eprer. The pressure of loanable funds. You just have too 
much money on hand and not an adequate number of investments. 
You still have the compulsion of an interest rate on deposits in the 
State of New York at 2 percent, which actually comes out to some- 
where close to 1.89 net, based on the time the money is actually in 
the hands of the institution. 

You have a cost position of better than 0.71 in actual operating 
expenses. — 

A gross return of 2.94 does not leave very much for a reserve posi- 
tion, as is required under the New York State law, for savings banks. 
You try not to buy 3 percent and 24 percent paper unless you do it— 
again | will use the phrase, ‘good will’’—because you think that you 
should subscribe to a fund of that type. 

Mr. Mutrer. Suppose that we get the record straight on this 
premium question. The premiums have always been paid in the 
first instance by the lender under all of these programs. 

Mr. Eprer. Except that the premium is charged back. There is 
a provision under section 903 which calls for a charge-back, but the 
subsequent provision does not call for it. 

Mr. Mutrer. Which is the subsequent provision? On page 9 it 
says it shall bear interest, exclusive of premium charges for insurance, 
not to exceed 415 percent. When it comes to fixing the premium it 
does not fix it at 1% percent. As was done in all of these programs, 
the premium is set at one-half of 1 percent to not more than 1% per- 
cent. We have never found it necessary to charge more than one- 
half percent. 

You have no right to say that it is 14 percent off of the 44 percent. 

Mr. Eprer. I said one-half percent to 1% percent. 

Mr. Mutter. It is not off the interest. The premium is on top 
of that. 

Mr. Eprer. That is correct, if this situation prevails whereby we 
are not definitely going to be charged back. 

Mr. Mutrer. Where is such provision here? 

Mr. Eprer. We find in our interpretation an inconsistency between 
page 9, subparagraph 6, and page 10, paragraph C, under 7 (c). It 
refers to a charge exclusive of the amount allocated to interest under 
the premium charge. Then it calls for a payment by the mortgagee 
in the other section. 

Mr. Mutter. It is precisely the same language that we used in these 
other laws. We fix the interest rate exclusive of the premium charges, 
and when you get to the next page we say what the premium charges 
will be, maximum and minimum. There is no attempt to burden the 
lender with a premium charge. 

Mr. Eprer. That is why we said, later on, that if our interpretation 
were incorrect, please limit the charge so that there is a reasonable 
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opportunity for the fellow to carry the job, or the property owner to 
carry the job. 

There is one thing in this proposed title [X situation that has caused 
us some concern, and that is the right in the Commissioner to purchase 
bonds insured or guaranteed by another agency, or direct guaranty 
by the Government. That gives the Administrator for the first time 
the right to buy FHA-insured mortgages. 

That is a provision that we do not think should exist, because the 
mutual mortgage funds are actually an insurance claim fund. They 
are set up for specific purposes of making payment for losses, and 
mortgages are acknowledged by anybody as not being the basis of 
liquidity. 

You take a mortgage, knowing you have a long-term value and a 
long-term investment. If you try to dispose of them—lI say ‘‘try”’— 
including the FHA mortgages, you cannot always dispose of them in 
24 hours, if you are faced with a claim. The reason you cannot is that 
you do not have the same transfer of securities as you would in the 
transfer of a Government bond. You have to go out and find a buyer. 
You have to find a buyer who is ready, able, and willing to take it 
over. 

I am not talking in terms of assigning them to the Federal National 
Mortgage Association. 

Therefore, if the Administrator or the Commissioner under this 
title IX section has the right to buy bonds, they are in fact tightening 
down on the solvency of the fund or, I should say, on the liquidity of 
the funds. 

Mr. Krisurn. Are those bonds or mortgages? 

Mr. Epter. The phrase used is bonds secured by mortgages. 
They have bonds insured or guaranteed, direct or otherwise. We 
have interpreted the bonds insured or guaranteed in the nature of our 
business to mean endorsement of FHA and Veterans’ Administration 
loans to come within the provisions of this section. 

We say, therefore, please do not put those types of investments in 
the national mortgage fund. What we would like to have is United 
States Government securities, fully guaranteed by the Government, 
so that the liquidity factor is there in the event of claims. 

Mr. Mutter. Is this not again the same language that we have 
used in the previous law? 

Mr. Erter. That may be, but I have not always testified nor have 
I always gone into this as strongly as we have here. 

This question of reexamination of these clauses is something which 
I do not think the public at large can be chatged with having waived 
once in 1934, and maybe subsequent, and that at no time should we 
not continue to waive them. I think since we have an opportunity 
to make a request to testify, and since the request has been granted; 
we would like to call the attention of the committee to this condition 
at the present time. 

Mr. Mutter. Do you think it weakens the market to leave the 
Administrator in a position to buy and cancel these instruments? 

Mr. Eprer. He cannot buy and cancel, sir. It is a mortgage 
outstanding. It is a bond. 

Mr. Mutter. Buy and not reissue. 

Mr. Eprer. I did not say a bond under the NHA. I am talking 
about a bond secured by a mortgage. 
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Mr. Mutrer. If it is offered and he has the funds available why 
should he not take up that mortgage? 

Mr. Eprer. Because it is an insurance credit fund. You can freeze 
the entire fund by having a $100,000,000 FHA mortgage, and you 
cannot get rid of it if you need the money overnight. 

Look, for example, at title VI. You have a provision up to as high 
as $5,000,000 insurance for loans. You provide for the same thing 
under section 908. The insurance for a single loan is up to $5,000,000. 
If you had a lot of these small loans and you had to get rid of them in a 
hurry to retire a debenture or a claim or something like that, you would 
have an awful job getting rid of that on short notice. 

Mr. Kitsurn. Of course, it helps the liquidity on the mortgage 
—, They can buy, but it hurts the liquidity of the insurance 

und. 

Mr. Eptrer. That is the point I have tried to make here. 

They have another provision under this section 608, with a series of 
amendments. This is the reinstallation of 608 (g). 

Our whole contention under that section 608 clause, with the right 
to insure a loan after acquisition by the Administrator, is actually a 
question of switching assets from one mutual mortgage fund to the 
other. The Administrator acquires title under title I], title VI, and 
title IX. He ultimately elects to resell the property. He has a satis- 
factory bid. He resells that property. If that loan is not put back 
under the same title out of which it came under the original fore- 
closure, on which the Commissioner has already issued bonds or 
debentures, with regard to the mortgagee, who actually forecloses or 
who signed in lieu of foreclosure, you have weakened the asset by the 
amount of loan assigned to another fund. 

Mr. Kinsurn. To cover up your loss. 

Mr. Eprer. Correct. We say that if you are going to charge the 
fund—we come back to this other fundamental. The mortgagor has 
his first right in that fund provided the fund remains solvent for the 
particular class here established under mutual mortgage insurance 
conditions. If the entire class is a satisfactory class, as proven through 
1944 to 1950, on loans originally made from 1934 to 1944, an actual 
check has been sent out to the mortgagor when the fund is under a 
condition of 110 percent of reserves and 110 percent of balances then 
outstanding. If you pull these funds out from under, then it takes 
that much longer to get 110 percent. In addition to that, you are 
assigning a claim of not a coequal type, because there was a reason for 
the distinction between title II and title VI, and title VI was against 
the individual in the first instance and, of course, not equivalent to 
title Il. The terms were more liberal. The specifications permitted 
by the Federal Housing Administration were much more liberal, 
because we were in a war condition. We had closer to a victory-type 
housing in section 603. Section 608 was virtually the equivalent. of 
constant construction as we now have it. 

You had substitution permitted under section 603 for various 
types of materials. Section 203 did not permit it. Therefore, section 
603 as against section 203, on loans, you very likely will come up with 
less desirable pieces of property—the physically constructed desira- 
bility—aunder section 603 than under section 203, because section 203 
was the peacetime title of the bill. 
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Then you come to title II of your proposed bill. This, gentlemen, 
if I may say so, we are calling as a restatement of the public housing 
efforts of the National Housing Act of 1950, when the attempt was 
made to create the special cooperatives. Our reason for it is that we 
have enumerated a series of conditions in here as to where, when and 
how the Administrator may liquidate. 

The administration powers of liquidation provide specifically for 
the creation of cooperatives if there is such a group that so desires to 
be a part of it, or tenants acting as a cooperative, or veterans, or 
other tenants in possession. : 

At a time like this, very frankly, we feel that this is a question 
of interjection of controversial politics at a time when it should not 
be controversial. There have been repeated statements on the part 
of the President asking for unity, and we get the equivalent of the 
pee housing bill all over again under title II of this proposed 
egislation. 

The situation as we see it is that safeguards can be established in 
order to eliminate the possibility of public housing. 

We have enumerated on pages 10 and 11 why we feel this comes 
under the same as the national housing construction proposed last 
year, which was defeated. That is that the Government in all these 
cases, since there is a strained economy, should set these things up 
on the basis of advertising, so that the national picture will be 
completely understood, and so that the builders throughout the 
country will have an opportunity to do the actual construction. 

The bill professes all the way through that they are to use private 
industry to the maximum extent practicable. We say that the maxi- 
mum extent practicable will only be produced provided there is 
advertising to show a proposed project is to be erected. Under those 
circumstances, if there is no bidder, then it will be presumed that 
all efforts to get private industry into the building have been exhausted. 

Mr. Mutter. Do you think there is any builder in the country 
who does not know about this proposed program? 

Mr. Eprer. Oh, yes. 

Mr. Mutter. Do you think that any investors who have capital 
for building projects do not know about this proposed program? 

Mr. Eprer. Yes, sir; but the question of where these locations are 
proposed to be is still a topic. 

Mr. Mutter. Do you think it will be difficult for them to get that 
information? 

Mr. Eprer. According to the information we have had, Congress- 
man, nobody has identified the so-called defense area yet. 

Mr. Mutter. They do not even have a law under which they can 
act. 

Mr, Eprer. I am talking about a definition within the provisions 
of this bill. Nobody has told us that defense housing is required at 
Hartford, Conn., or required at Long Island. 

Mr. Mutter. Do you doubt for one moment that the minute that 
Hartford or any other area is declared a defense area, and if they need 
construction, that the whole building industry and all the banking 
industry will know about it? 

Mr. Eprer. That is correct. There is no question. 

Mr. Mutter. What kind of advertising do you want? 
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Mr. Eprer. We are talking about where the Government proposes 
to do its own construction. 

Mr. Mvtrer. Do you think the Government is going to go in and 
do any of that construction until they first exhaust the possibilities 
of having it done privately? 

Mr. Eprer. Frankly, Congressman, I have a very definite doubt 
in that respect. 

Mr. Mutter. You have a doubt that the Government will do it, 
or which way is your doubt? 

Mr. Eprer. A doubt that the Government will do it, no. I believe 
the Government will go in. 

Mr. Mutrer. Without giving private industry an opportunity to 
do it? 

Mr. Eprer. I most certainly do, and I do it for this reason: There 
has been entirely too much pressure on the part of the public housing 
officials. This is an open door to public housing again. 

The reason that we proposed national advertising was for the pur- 
pose of cutting that possibility out. If private industry fails, we say 
we have nobody else but ourselves to blame for not assisting. 

Mr. Mutter. I have more confidence in our President. 

Mr. Eprer. We had another radical departure prepared, because 
of the strained condition of the economy, and that deals with the fi- 
nancing. This would give an opportunity to the actual private finance 
organization, even if they do not make the loan in the first instance. 
If the loans are assigned to the Federal National Mortgage Associa- 
tion, upon completion institutions because of their need for investment 
have been constantly purchasing from the National Mortgage Asso- 
ciation. In this case the same condition would prevail. 

In other words, maybe it is asking for a second opportunity to 
make good on a mistake, but if the loan is a desirable one, although 
it was not considered desirable in the first instance, the Government 
can still get its money out by creating an FHA loan in the first in- 
stance, assigning to “Fannie May” and then ‘Fannie May” will 
undoubtedly assign to the private lending field, as it has done. They 
Have acted as a reservoir, as required. 

The other reason we objected to title IT is contained in the footnote 
on page 11. The Government presupposes in this instance that they 
cannot build housing at the same cost as private industry. 

The provision under section 908 is that the maximum loan is 
$8,100. ‘That is based on an average of 4% rooms. 

The provision under this bill, where the Government does the 
building, starts off with a cost of no less than $9,000 for two bed- 
rooms, whereas private industry has to have a cost no less than 
$7,920, in order to have a loan of $7,200 per family unit. From that 
point forward it moves up from roughly $1,000 per apartment on 
construction cost to as high as $2,000 per apartment of construction 
cost. 

That has always been the chief fallacy of Government construc- 
tion or institutional construction as against private construction for 
profit. That is, that private industry at all times has been able to 
build for less than any governmental corporation, or any institutional 
lending group. 
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Our general picture is that in connection with one part of section 
206 we raise that same question again. There is the power there to 
assign to the Secretary of Defense or to the Department of Defense 
any asset of the House and Home Finance Agency. We would like 
a definition to the extent that an asset of the Home Finance Agency 
is not a foreclosed parcel of real estate, and that if a foreclosed parcel 
of real estate that has been paid for under the mutual mortgage 
insurance fund is to be assigned to the Department of Defense that 
reimbursement be made to the mutual mortgage fund. 

So, again, not to affect the liquidity of that fund, and not to reduce 
the fund from the position as called for, for whatever sum this 
property may be worth. 

Under your section 215, on which I heard testimony this morning 
while I was here, I think sections 215 (d) and (c) should be limited 
specifically to essential services, because some of the services are so 
wide that the word “day centers’’ could even be construed to be a 
baby-sitting service. 

In your other section, under your title III, I think the word 
“relatively” should be changed to the word “classified.’’ Classified 
in this instance to me means secret military and atomic installations 
and so on. The word “relatively” is a broad statement subject to 
an awful lot of interpretation as to what one administrator may con- 
side to be relatively isolated. We think that the real intent is in 
relation to a classified zone rather than a relatively isolated zone. 

Under title [IV of this bill we are calling for a new section set-up 
under what was section 609 of title VI, which was assistance to the 
prefabrication industry. We think that the section 609 was cumber- 
some, but we believe fundamentally that with some small amend- 
ments it could be cleaned up. However, in this section for the first 
time the Government is given the right—I should say the Adminis- 
trator is given the right to participate in actual dollar loans. We do 
not believe that that is necessary. Under the old RFC deal the 
assistance or participation in financing of this type was handled 
through the RFC with the banks, and again coming back to the 
story of the strained economy, if you can do it by way of insurance, 
in which you have only a contingent lability, why go in and make 
a direct loan on which you have full responsibility? 

Mr. Mutter. The RFC handled it through the bank only when 
there was a participating bank. 

Mr. Eptzr. That is correct. 

Mr. Mutter. If there were no participating bank the RFC handled 
it directly. 

Mr. Epter. That is correct. 

Mr. Mutter. That is what we are providing here. If a bank will 
not participate and will not make the loan, and if we have the money 
available, and the project is necessary, then the project can go forward. 

Mr. Epter. In this situation you are going to loan them the money. 

Mr. Mutter. Certainly. If nobody else will lend them the money 
and if it is necessary, this will get the project going. 

Mr. Eprer. This covers general prefabrication. 

Mr. Mutter. That is right, in connection with defense facilities. 
You cannot tear one section out of the bill and read it alone. 
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Mr. Eprter. All we say is that section 609 is a good section. It is 
a better section than this is. 

Gentlemen, as far as reconciliations of some of these items are 
concerned, I believe that within the time allocated 

ae Brown. Your entire statement will be incorporated in the 
record. 

Mr. Eprer. For which I say thank you. 

So long as that situation is covered in that form, I think that we 
have presented our exceptions to the bill, and the recommendations, 
as we see them. 

Mr. Brown. We are very glad to have heard you, Mr. Epter. 
Sorry to keep you so late. 

The committee will adjourn now to meet tomorrow morning. 

(Thereupon, at 1:29 p. m., Thursday, January 25, 1951, an adjourn- 
ment was taken until 10:30 a. m., Friday, January 26, 1951.) 
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FRIDAY, JANUARY 26, 1951 


House oF REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to its adjournment, 
the Honorable Brent Spence (chairman), presiding, for further con- 
sideration of H. R. 1272. 

Members present: Spence, Brown, Patman, Buchanan, Multer, 
Deane, McKinnon, Fugate, Talle, Kilburn, Cole, Nicholson, Mc- 
Donough, Widnall, Buffett, and Betts. 

The CuarrMan. The committee will be in order. 

The Honorable Fred Crawford, who was for many years a very 
useful and hard working member of this committee and upon whom 
we relied very much, is here this morning to present his witnesses. We 
are very glad to have you come back before the committee, Mr. 
Crawford, and we are always glad to hear from you on any subject of 
interest to you or your constituents. You may introduce your 
witnesses, Mr. Crawford. 


STATEMENT OF HON. FRED L. CRAWFORD, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Crawrorp. Mr. Chairman, the Trailer Coach Manufacturing 
people of the United States want to express their sincere appreciation 
to you and the members of the committee for the chance to present 
ony case on mobile housing, as it fits into the defense program of 
today. 

We have with us today Mr. Ed Wilson, who is connected with the 
Trailer Coach Manufacturers Association, Mr. Earl Raymond, 
chairman of the War Activities Committee of that association, and 
Mr. James E. Redman, who is a trailer manufacturer at Alma, Mich. 
Mr. Redman, of course, is a practical manufacturer and he is here to 
answer such questions as the committee members might wish to ask 
pertaining to the structural qualifications, the durability, and such 
other technical questions as they might be interested in. 

Mr. Raymond, of course, will present the statement for the Trailer 
Coach Manufacturers Association. 

My interest in this, Mr. Chairman, might be approached from two 
or three different points. First, these gentlemen, of course, have 
manufacturing plants in my district that I have the honor to represent, 
the Eighth Congressional District of Michigan. Secondly, I have 
visited their plants on many occasions, and | have seen the quality 
of the product they turn out. I have had the opportunity of sitting 
in on the financing arrangements which literally financed tens of 
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millions of dollars worth of these mobile units and trailer coaches 
which are sold all over the United States by perhaps 75 to 80 percent 
of the total industry, and that gives me a chance to know something 
about the satisfied customers that exist over the country, the quality 
of the goods that are turned out by the manufacturers, the avail- 
ability of those products and the movability of them, and on several 
occasions I have had a chance to see how these products stand up on 
defense bases, that is, military forts and air bases, and where mobile 
units are being used for the purpose of housing people who are engaged 
in the defense work incident to the building of the plants, and in many 
cases in the operation of the plants and the operation of the military 
bases and the air bases. 

So, my interest comes into this picture from those different view- 

points. 
' These gentlemen are members of the industry, and they are prepared 
to answer any questions, and I do not want to impose on the com- 
mittee by taking any additional time. I am simply here to help to 
get these gentlemen started before the committee. 

That is all I have to say, Mr. Chairman, unless some of the members 
of the committee want to ask me some questions. 

The CHAIRMAN. You may proceed to introduce your witnesses. 

Mr. Crawrorp. Mr. Earl Raymond, chairman of the War Activi- 
ties Committee of the Trailer Coach Manufacturers Association, has 
a statement he would like to present. 

The CuHarrMan. Does each one of these gentlemen desire to make 
an independent statement? 

Mr. Crawrorp. No. Mr. Raymond has a prepared statement he 
will read, and then if the committee desires they can ask him ques- 
tions, and Mr. Redman, being a practical manufacturer, this gentle- 
man who sits here at my left, the committee may wish to ask some 
technical questions pertaining to manufacture, and then Mr. Wilson, 
managing director of the association, is in a position to give you 
statistics. I think Mr. Raymond is the only one who has a prepared 
statement. 

Mr. Raymonp. Yes; that is correct. 

Mr. Crawrorp. So, Mr. Earl Raymond is ready to proceed with 
his prepared statement. 

The CHarnMAN. You may proceed, Mr. Raymond. 


STATEMENT OF EARL RAYMOND, CHAIRMAN, WAR ACTIVITIES 
COMMITTEE, TRAILER COACH MANUFACTURERS ASSOCIATION, 
SAGINAW, MICH. 


Mr. Raymonp. Thank you, Mr. Crawford, and Mr. Chairman. 

The CuHarrMan. Please identify yourself for the record, Mr. 
Raymond. 

Mr. Raymonp. My name is Earl Raymond. I am from Saginaw, 
Mich., and I am chairman of the War Activities Committee of the 
Trailer Coach Manufacturers Association, and also a manufacturer of 
trailer coaches and mobile houses. 

Mr. Chairman and members of the committee, the trailer-coach 
industry welcomes this opportunity to appear before your committee 
and discuss its position with relation to H. R. 1272. 
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Our industry constructs mobile homes, commonly referred to as 
trailer coaches. Individuals and families who are faced with mobile 
or migrant occupations have welcomed the trailer coach as a necessary 
form of mobile housing. Frequently we find a lack of understanding 
concerning the nature of our mobile houses and for that reason I 
would like to open my remarks by presenting a brief description of a 
modern trailer-coach home. 

The average trailer coach constructed today is between 27- and 35- 
feet long and 8-feet wide. It embodies modern principles of con- 
struction insulation, ventilation, and design and can be used without 
alteration comfortably from the southernmost tip of Florida or Cali- 
fornia to Alaska. 

Whether it is designed for three or four rooms, the trailer coach is a 
completely equipped mobile home when it rolls out of the factory. 
Unlike other housing operations, the production-line trailer coach is 
complete even to furniture. 

Mr. Wilson, the managing director of our association, will assist 
me in illustrating several construction steps in the completion of a 
trailer coach. We have here six photographs showing typical con- 
struction methods employed in most of our plants. 

A welded steel frame is the foundation of our mobile home. 

Attached to the frame before the home starts through the factory 
production line is the undercarriage, including springs and wheels. 
Our foundation has now achieved mobility. 

Using modern construction methods and high-speed jigs, sidewalls 
and ceilings are then completed and assembled on the floor which has 
been laid over the steel frame. Shown also is insulation which is 
built into the wall. 

Here is the perfect illustration of the practicability of trailer-coach 
factory production-line methods. 

This particular picture shows a wood upper frame construction. 
Some of our plants use steel framing for the upper wall construction 
and some aluminum. Again the construction principle is generally 
the same. 

In this photograph you see the exterior sheet aluminum being 
applied after the walls are in place. In some plants this operation is 
performed on the original wall jig. In addition to using aluminum 
some of our plants use sheet steel for the exterior surface. 

Looking at the inner construction of the coach we see here a typical 
plumbing installation. Compactly installed, many people are not 
aware that virtually all trailer-coach mobile homes constructed today 
are completely equipped with full bath facilities. 

Completed now our trailer coach stands ready to be moved imme- 
diately to its initial site. 

The interior of the coach is important to the consumer and to you 
in your consideration. Where most fixed-to-the-site dwellings today 
desire to claim cross ventilation, trailer coaches, because of their 
design, provide three-way ventilation. As you can see from this pic- 
ture added space is often obtained by the addition of a terrace or 
porch area. 

While discussing the interiors of trailer coaches I suggest you turn 
to the last page of the report entitled, ‘‘Use of the Trailer Coach in a 
Period of National Mobilization,” which has been supplied to you 
along with a copy of this statement. 

78408—51——12 
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This report was prepared by us at the request of the National 
Security Resources Board. We feel it clearly describes our position 
under emergency mobilization circumstances. 

On that last page you will see trailer-coach interiors. While there 
are several types of arrangements trailer coaches generally provide a 
living room, well-equipped kitchen, complete bathroom, and one or 
two bedrooms. 

And now, with reference to H. R. 1272, trailer coaches are presently 
included in only one portion of this bill under title II, section 202 (b). 
In this section the bill states: 

Where it is necessary to provide housing under this title in locations where there 
appears to be no need for such housing beyond the period during which it is needed 
for housing persons engaged in national defense activities, consideration shall be 
given to providing, where feasible and practicable, housing which is of a mobile or 
portable character or which is otherwise constructed so as to be available for reuse 
at other locations. 

This section provides for Government purchase of mobile housing 
where practical. We have no argument with this section. We be- 
lieve that proper provision, however, has not been made for the use of 
mobile housing by either housing groups, defense contractors, or indi- 
viduals in defense activities or military service. 

Our contention is that we as an industry have proved our product 
to the American public during and since the years of World War II. 
With no Government subsidies or guaranties following World War II 
we established ourselves, constructed and delivered approximately 
65,000 mobile homes each year, developed our own distribution and 
financing system, neither asked nor received governmental favors. 

Today we know that the mobile home has a definite and recognized 
function in our social structure. Construction personnel called upon 
to move into remote areas to build these vast atomic-energy plants 
and other defense projects, and military personnel called up to active 
duty, we feel are given scant consideration in H. R. 1272. 

The record shows that the so-called Savannah River project in 
South Carolina will require 6,000 plant workers and that those workers 
must have proper permanent housing facilities. We heartily agree 
with that. 

The record aiso shows that the South Carolina project will require 
35,000 construction workmen, or a community of more than 70,000 
people, by July 1952, in order to construct the plant. 

The operating personnel you have been advised to be concerned 
about will obviously not start work until the first stage of the plant 
is completed. Before that time the 35,000 construction workers will 
have been there for some time. 

A similar plant near Paducah, Ky., faces an identical situation. 

If you were to construct fixed-to-the-site housing for those construc- 
tion workers, they would depart when their jobs are completed and 
ghost towns would remain. By using trailer coaches, today normal 
housing in the construction industry, across the Nation, they can move 
on to another important defense construction project. 

You have been told about defense housing problems near military 
bases. We understand that permanent construction housing is re- 
quired in such areas. We agree with that program, 

We believe you should also know that almost every Army, Air 
Force, or navy base upon the continent today has established trailer 
parking facilities for mobile homes owned by military personnel. 
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We understand from camp officials that as National Guard divisions 
are called into reactivated, temporary camps, 1 out of every 5 men is 
accompanied by his family. These men are turning to trailer coaches 
for their mobile housing. 

Not only does the trailer coach furnish the military man immediate 
housing for his family, but should he be transferred within the United 
States his family can accompany him with no fear concerning housing 
accommodations. If he is ordered out of the country the family can 
still take their mobile home back to their home town. 

But there is nothing in this bill to assist that sergeant or petty 
officer. He is endeavoring to work out his own problem today, but 
he needs and certainly is entitled to as much assistance as every 
other man in service today. 

Why are we so certain we are able to help these people? Because 
we proved it to the Government during and after World War II. 
In no instance was housing delivered as rapidly as it was by our in- 
dustry. 

We do not boast of the trailer coaches used by the Government 
during World War II and yet most of them are today still housing 
GI’s in colleges and universities. Those coaches were constructed 
of substitute materials, and were intended to be used for the duration 


only. 

The industry recognized they were not comparable to standard 
production-line trailer coaches. The 35,000 coaches purchased by the 
Government were used a longer time beyond the duration and during 
the war years alone sustained an average movement from project to 
project of about 10 times for each coach. In other words our humble 


contribution peptone provided approximately 350,000 housing units— 
e 


because of the mobile principle. 

The Navy once suddenly needed housing for 1,500 workers’ families 
at Norfolk. The reason is unimportant—we did not ask—we 
delivered. We delivered those mobile homes and they were delivered 
on the site completely furnished and ready for immediate occupancy 
within 30 days. 

A couple of years ago a flood created disaster at Vancouver, Wash., 
and Portland, Oreg. ‘The Public Housing Administration called upon 
the trailer-coach industry and within days, almost hours, modern 
mobile housing began to roll into the area. Housing was provided— 
mobile, modern, and at low cost. 

Last year our industry produced more than 60,000 mobile housing 
units. Assuming we have materials to meet the demand we expect 
to exceed that figure this year. We could produce 150,000 units per 
year on our regular 8-hour-shift capacity and increase that with 
added shifts. 

We cite these facts to show that we are accepted and definitely 
desired by certain groups vital to our defense program. 

How can those people, who have so far been given scant attention 
in the bill be helped? They can be assisted in two ways. We believe 
the bill should be amended to provide the same insurance guaranties 
to mobile or portable-type housing projects which are provided for 
fixed-to-the-site projects. We feel small down payment, long-term 
financing, and insurance should be provided the contractor who may 
be constructing a remote area defense plant but who desires to estab- 
lish trailer park community facilities and purchase trailer-coach 
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mobile homes for rent or sale to his employees. This practice has 
already been followed by some field construction firms. 

The individual defense-plant worker or the military man should 
definitely have the same privilege to obtain Government long-term 
purchase insurance if a mobile home fits his needs better than a 
permanent foundation structure. 

Our association office receives letters constantly from men in mili- 
tary service and their wives. They desire and need mobile housing— 
their rental allowances would proivde for monthly installments, aR 
due to conditions beyond their control they frequently lack the down 
payment necessary through current private financing. The same 
situation is true of many construction workers who are preparing to 
move into remote plant areas. 

We propose, therefore, that the bill be amended to provide for a 
minimum of 20-percent down payment and either 5 or 6 years for 
insured installment payments. Trailer-coach mobile homes today 
may be purchased for from $2,500 to $4,500 depending upon size of 
the coach and tastes of the purchaser. Through a plan of this sort, 
covered by Government insurance, the monthly payments of the 
mobile worker could be as low as approximately $50, much lower than 
rental ‘figures which have been mentioned in connection with the 
defense housing program. 

We believe sincerely that if you in your wisdom will see fit- to pro- 
vide, not anything out of the ordinary, but an insured purchase plan 
for the purchaser of a mobile home, provided he is in military service, 
or a defense worker, a burden will definitely be lifted from the back 
of the taxpayer. 

It is our contention that the typical American desires to own his 
own home, whether it be fastened to one location or mobile, rather 
than live in a Government-provided residence. 

If we will help those people in this crises, we help the taxpayer 
because every mobile home purchased by an individual automatically 
lessens the number the Government may ultimately be forced to 
provide. 

We also believe that private purchasers should have relief from the 
excise tax which is levied against our product. Since imposition of the 
tax mobile-home dwellers have paid more than $55,000,000 to the 
Federal Government in excise tax on trailer-coach homes. If these 
defense workers and military personnel are helping in their way to 
solve the housing problem of today they should certainly not be dis- 
criminated against and penalized by being charged a tax for their home. 
No other home owner is forced to pay such a tax. 

We have attached a suggested amendment to H. R. 1272. 

There is no request in that amendment to ask the American public 
to finance an industry or to underwrite an industry. We know we are 
needed and desired-——we have shown that by following the normal prac- 
tices of American business. All we ask today is that an industry 
which has produced 315,000 mobile housing units since 1945 be recog- 
nized as a material and important segment of our housing industry 
and that similar low down payment and insurance be provided mili- 
tary personnel and defense workers desiring mobile homes. 

We thank you for your courtesy and again ask your serious con- 
sideration of our suggested amendment. 

(The following amendments, together with a preliminary report, were 
submitted by Mr. Raymond:) 
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SvuccEsTED AMENDMENTS TO H. R. 1272 Proposep ny THE TRAILER CoAcH 
. Manvracturers Association, Curicaco, ILL. 


Amend title IX, section 900 (b), page 8, line 4, by inserting after the word 
“mortgage” the words “covering housing of a permanent construction.” 

Amend title IX, section 903 by inserting new subparagraph (c) to read as 
follows (commencing p. 10 after line 4): 

“(e) to be eligible for insurance under this section a mortgage or con- 
ditional sales contract covering housing which is of a mobile or portable 
character shall— 

(1) have been made to, and be held by, a mortgagee approved by the 
Commissioner as responsible and able to service the mortgage or con- 
ditional sales contract properly; 

(2) involve a principal obligation for an amount not to exceed 80 per 
centum of the price (including delivery charge) paid or agreed to be paid 
for the property by the mortgagor or conditional sales purchaser; 

(3) have a maturity satisfactory to the Commissioner but not to 
exceed six years from the date of the insurance of the mortgage or con- 
ditional sales contract; 

(4) contain complete amortization provisions satisfactory to the 
Commissioner; 

(5) bear interest (exclusive of premium charges for insurance) at not to 
exceed 544 per centum per annum on the amount of the principal obliga- 
tion outstanding at any time; 

(6) provide, in a manner satisfactory to the Commissioner, for the 
application of the mortgagor’s periodic payments (exclusive of the 
amount allocated to interest and to the premium charge that is required 
for mortgage insurance as herein provided) to amortization of the 
principal of the mortgage; and 

(7) contain such terms and provisions with respect to insurance, 
repairs, alterations, payment of taxes, default, delinquency charges, 
repossession, foreclosure proceedings, anticipation of maturity, and 
other matters as the Commissioner may in his discretion prescribe. 

Amend section 903 by relettering subsection (ec), page 10, line 5, to read “‘(d),”’ 
en: (d), page 11, line 20, to read ‘‘(e),’’ and subsection (e), page 12, line 5, to 
read “‘(f). 

Amend title IX, section 906 by adding at the end thereof on page 20, line 12, the 
following sentence: ‘‘Housing which is of a mobile or portable character shall be 
exempt from the imposition of any manufacturer’s excise tax.” 


USE OF THE TRAILER COACH IN A PERIOD OF NATIONAL 
MOBILIZATION 


(A preliminary report by the war activities committee, trailer coach industry 
November 15, 1950) 


TRAILER CoacH MANUFACTURERS ASSOCIATION, 
Chicago, Lil., November 15, 1950. 
Mr. Raupu A. Kavt, 
Acting Director, Housing and Community Facilities Division, 
National Security Resources Board, Washington, D. C. 

Dear Mr. Kaut: In line with our discussion a few weeks ago, we have discussed 
the utilization of trailer coaches in a national mobilization with officials in the 
various Federal agencies who have been or might be concerned with mobile housing 
in national mobilization. The following agencies were contacted: 

National Security Resources Board: 
Division of Emergency Housing and Municipal Facilities 
Manpower Division 
Housing and Home Finance Agency: Housing Technology Branch 
Public Housing Administration 
Public Health Service 
Department of Defense: 
Army 
Navy 
Air Force 
Federal Security Administration 
Atomie Energy Commission 
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We have attempted to consolidate in the attached report thé results of our 
discussions with these public officials and with the members of our industry who 
had a broad experience in the provision of trailer coaches during the last war. As 
a result of these discussions, we have also prepared suggested plans and specifica- 
tions for a type of trailer coach which takes into account the minimum require- 
ments of livability and maximum conservation and substitution of critical 
materials. 

We realize that this is not a final or all-inclusive finding. It is offered as a pre- 
liminary step which we hope may » ay helpful to both the Government and 
industry in case of an emergency. ye, of course, continue to offer our services to 
work with the Government in properly planning for and meeting such requirement 
for emergency and mobile housing as may develop in the national defense program 

Very truly yours, 
Ear. E. Raymonp, 
Chairman, War Activities Committee. 


Committee members: Norman C. Wolfe; Walter Wells; H. L. Bartholomew; 
Dominic Conte; C. H. Becker; Fred C. Burt; E. H. Gubser; Edward L. Wilson, 
managing director. 


PRoposED UsEs FoR TRAILER COACHES IN A PROLONGED NATIONAL MOBILIZATION 
(By Earl E. Raymond, chairman, war activities committee, trailer coach industry) 


In the event of a national emergency, such as an all-out war, or a prolonged 
mobilized economy, trailer coaches may be anticipated to play an important part 
in meeting the Nation’s housing problem by providing mobile or emergency hous- 
ing. 

Use of the term, “emergency,” in this report does not necessarily infer that 
trailer coach housing is emergency in nature. As is demonstrated by its current 
peacetime use the trailer coach has been found to be a permanent or semiperma- 
nent type of mobile home, depending upon the needs of the individual or the 
family using it. 

Similar application occurs during wartime. Because of the mobility of the 
trailer coach, its low cost, minimum use of critical materials and both speed of 
construction and movement to its ultimate location as well as use of off-site labor 
for housing construction, it is particularly adaptable to wartime use. 

Before discussing the particular possible locations or uses of trailer coaches in 
a mobilized economy, it would be well to discuss the types of uses to which trailer 
coaches would be most readily adapatable. The several types of uses to which 
this report will refer were determined following interviews with officials in Federal 
agencies having to do with housing of this nature. Each official had opinions on 
both advantageous and disadvantageous uses to which trailer coaches could be 
put in a prolonged mobilized economy. Those opinions are reflected in the 
report. 

Trailer coaches are particularly suited for use in an area where it is necessary 
to engage in considerable construction work requiring the use of skilled building 
tradesmen. In such fields it is important to use those men to the best advantage, 
whether it be construction of a war plant or a military base. By moving trailer 
coaches into the area for their housing those workers are relieved of the responsi- 
bility of constructing quarters for their own or others’ shelter and are made 
available to work on the major construction project. 

Trailer coaches are ideal where it is necessary to provide a maximum number 
of housing units in a minimum length of time. 

This is possible because the trailer coach industry is today composed of a 
number of factories engaged in production-line operating. Where a carpenter 
building a frame on-site structure must measure and saw, the trailer coach mobile 
home is constructed of walls prefabricated on jigs and swung into place by over- 
head hoists or of metal frames or panels. 

When the trailer coach leaves the factory it is a complete small home, equipped 
with furniture, including heating and cook stoves and refrigeration equipment. 
It is a mobile housing unit requiring only the preparation of sanitary facilities 
and a parking site. 

The mobile feature of the trailer coach assists the Government during the mo- 
bilized economy period because it eliminates the problem of disposing of unneeded 
permanent-type structures. When the particular use for a trailer coach housing 
project has been eliminated those coaches can be moved to another area and put 
to additional use. Use of trailer coach homes in such cases eliminates the pos- 
sibility of establishing ghost towns. 


’ 





DEFENSE HOUSING AND COMMUNITY FACILITIES 177 


In fact, it has been estimated the 38,000 trailer coaches purchased by the 
Government during World War II, had an average of 11 moves each. 

This estimate may be too great, but the use to which those trailer coaches have 
been placed since the war, housing GI families in colleges and universities, as well 
as cities and towns, have probably increased the average movements to ‘close to 
that figure. 

The fact that factory production costs are less than on-site construction costs 
is of course, a factor in the desirability of trailer coaches for wartime housing use. 

An important characteristic of the trailer coach which has been proven through 
years of civilian or private use, is the fact that the trailer coach, as constructed 
in the factory, is so insulated and heated that it can be used in virtually any 
climate from the tropies to Alaska. 

Those needs to which trailer coaches may be ideally adapted are therefore 
influenced by the above factors and may be found in three areas of mobilization, 
namely: (1) Industrial mobilization; (2) military mobilization; (3) civil defense. 


I, INDUSTRIAL MOBILIZATION 


A. Rural area new plant.—The ideal use of trailer coaches in industrial mobiliza- 
tion can probably be best described by considering the case of a new large war 
plant to be constructed in a rural area. The planners of that operation face a 
housing problem from the very start the surveying engineers and road men move 
into that area until the plant is completed and the war workers themselves take 
over to operate the establishment. A simple outline of this step-by-step use of 
trailer coaches may help at this point. 

Uses for trailer coaches at the site of a rural war plant. 

1. Surveyors and road construction engineers. 

. Excavation engineers. 

. Building trade craftsmen. 

Plant security police. 

Administrative staff. 

Equipment installation crews. 

. Machinists, draftsmen, and toolmakers. 
Production and industrial engineers. 
Production and office forces. 

In all of the above-named groups trailer coach housing makes it possible 
for their families to accompany them to the rural job, thus insuring higher morale 
among the workers and greater production capabilities. 

Because approximately 290,000 trailer coaches have been constructed since 
World War II, it may be reasonably assumed that some of the added workers will 
desire to live in their own mobile homes. Suitable parking facilities should, 
therefore, be provided for both Government owned and privately owned trailer 
coaches, 

B. Reactivated war plant.—Another plant use in time of mobilization is the 
reactivated plant, i. e., the war plant of World War II, which may have been out 
of use since that period. In that area, the housing facilities may have deteriorated 
or been entirely destroyed. In any event, it is necessary for new crews of workmen 
to rehabilitate the plant structure for wartime use and their energies and skills 
are of greater importance in that field than the construction of housing. 

In such areas, it has been thought that underground plumbing and sanitation 
facilities, previously installed for barrack-type structures, might be adaptable 
without too much difficulty to a trailer park area. 

The reactivated plant would then provide housing for the same categories of 
workers listed above for the new rural plant. 

C. Existing plant facing increased production.—During a mobilization economy, 
many plants which may have been operating on 8-hour shifts are forced into 
around-the-clock operation. This means an increase in manpower and an increase 
in housing needs for that community, in many instances as great a problem as 
housing in rural areas. 

Here trailer coaches again meet an ideal need by providing housing units without 
disturbing local labor conditions, always a factor where production speeds are 
being increased. 

Nearby fields or municipal parks might be readily adaptable for such housing 
which is emergency in nature, in that at the termination of the mobilized economy 
period the factory might be expected to return to its reduced peacetime manpower 
needs. Construction of permanent or solid foundation structures in such instances 
would create an unnatural and uneconomical housing situation. 
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D. Small war plants ——Small war plants showed themselves to be as compara- 
tively important as large plants during World War II, when the constructed 
component parts for the finished unit assembly lines. 

Such small plants face housing problems for employees. Trailer coaches can 
play an important part in this housing activity. In this use it is only necessary 
that suitable parking facilities be provided for these privately owned units. 

E. Seasonal agricultural use-——Seasonal agricultural activities are considered a 
factor in industrial mobilization because many of our present agricultural workers 
will probably enter war plant production and be replaced by imported labor. 
The housing of this imported labor will be a problem which can ideally be met by 
using mobile trailer coach homes or barrack units which can move with the 
imported agricultural workers as they follow the harvests. 


II, MILITARY MOBILIZATION 


Trailer coaches are involved in two divisions of military mobilization; personnel 
(families) in the United States or the Western Hemisphere, and personnel abroad. 

A. Use in the Western Hemisphere-—The use of trailer coaches for military, 
including both service personnel and civilian personnel assigned to the services 
in the United States, Panama Canal Zone, or Alaska can well be considered an 
ideal use. 

The primary use, which has already developed in several areas, is that of sup- 
plying family quarters to officers and noncommissioned officers and their families 
in reactivated camp or station areas which do not have adequate housing facilities. 

Many such reactivated camps are on the temporary lists of the military services 
and may later be abandoned. To equip them with permanent foundation 
family quarters would not be ideal compared to equipping them with trailer coach 
quarters which could be transported to other needed zones when the camps become 
inactive. 

It has also been felt that trailer coaches, possibly of the barrack type, might 
be used as temporary receiving stations on Army, Air Force, and Navy bases in 
locations currently being reactivated but not yet ‘equipped for proper housing of 
troops. 

Here again the fact that trailer coaches can be used in any climate and can 
readily be moved from one military base to another, whether it be in the Canal 
Zone or Alaska, is an ideal feature found in no other type of housing accommoda- 
tions. 

Many Naval, Army, and Air Force bases in the United States and Alaska have 
already established trailer parking facilities for military personnel now owning 
their own coaches. These service families readily testify that trailer coaches are 
ideal for their way of life when they face possible transfer orders. 

B. Use abroad.—Trailer coaches have definite uses in military bases abroad 
providing living quarters for families on established or temporary bases and to 
provide adequate personnel quarters in captured, devastated war zones. Coaches 
of simple construction could also find a suitable use for housing refugees, keeping 
families together, and improving morale among broken people. 


Ill. CIVIL DEFENSE 


There are two primary uses of trailer coaches in civil defense activities, one an 
ideal situation and the second, the use of trailer coaches as special use units. 

The ideal situation exists currently. The trailer coach industry estimates that 
at all times there are approximately 15,000 trailer coaches standing in manu- 
facturers’ delivery lots, en route to dealers or on dealer’s lots. 

In the Chicago area the industry recently conducted “Operation shelter” to 
prove to the Chicago civil defense authorities that within a few hours time hun- 
dreds of trailer coaches could be assembled from the above-mentioned lots and 
located in forest preserve areas surrounding the city. Within 36 hours time this 
number could be increased to several thousand. 

Civil defense authorities believe these coaches could be used as temporary 
hospital quarters; to house aged or infirm; and possibly to house families. 

Trailer coach dealers and manufacturers have towing vehicles and drivers 
available at all times to meet such emergencies and tow the trailer coaches to 
predesignated defense evacuation areas. 

The current peacetime development of trailer coaches as mobile restaurants, 
stores, offices, and laundries suggest several uses to which trailer coaches could 
be put in a civil defense program. 
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Details of such special-use units will be discussed in a later section but it is clear 
that such vehicles could be maintained in peacetime by State or municipal officials 
and used in park or vacation areas but held available at all times as civil defense 
reserve equipment. 

TYPES OF COACHES 


So far in this report the uses of trailer coaches have been discussed but not the 

a of coaches to be used. 

he types of coaches should be discussed under two categories: (1) Trailer 
coaches to be used by the Government for mobile housing in the event of a pro- 
longed mobilized economy similar to that currently faced; (2) trailer coaches to 
be used by the Government for emergency or mobile housing in a mobilized 
economy of an all-out nature. _ 

The first category could concern a condition which might possibly exist for a 
considerable length of time and which might involve the gradual development of 
so-called rural-type war plants which, under a growing priority system, might 
effectively use trailer-coach-type mobile housing. The numbers of units needed 
for such use would not be relatively great compared to an all-out emergency. 
It is therefore believed, and this thought is concurred in by several of the officials 
interviewed, that the Federal Government would be wise under such circumstances 
to follow its present method of procurement and use regular production-line units 
as they are currently manufactured. By procuring production units the Federal 
Government would be able to take advantage of all of the current methods of 
construction including steel and aluminum framing. 

The second category applies more to a mass use of trailer coach mobile living 
similar to that developed by the Federal Government during World War II. 

It is believed that two standard sizes of trailer coaches would most suitably 
fit into the needs of the various categories mentioned. It is recommended that 
the body length of one coach be 24 feet and the second coach, 30 feet. Both 
would be planned for family type housing, although an additional 30-foot chasis 
is also recommended for special-use units. 

The 24-foot coach would replace the 22-foot standard coach used by the 
Government during World War I}. Through rearrangement space would be 
provided to the rear of the kitchen sink or galley for a closet which might be used 
as shower and toilet quarters if desired, at the time of construction or installed at 
a later date. 

While many Government officials did not believe the trailer coaches constructed 
for wartime housing should necessarily be equipped with shower and _ toilet 
facilities, they did suggest that space for such facilities should be provided so that 
if they were required later they could be added. In the event the coaches were 
to be used for housing at the conclusion of the emergency, such space provisions 
would permit modernization of the units. Eighty-five percent of the coaches 
constructed today for private sale are equipped with showers and toilets. 

The 24-foot unit would provide a bedroom in the rear of the coach, galley in 
the center, and living room forward. The living room would be equipped 
with the standard ‘“‘sofa-bed’’ which provides sleeping quarters in addition to the 
bedroom. 

The 30-foot unit would differ from the 24-foot unit in that it would normally 
provide a second bedroom in the after-end of the coach. Through simple stand- 
ardization of equipment, this area could be converted to a dinette, or a small 
office space as the need arose. Bunk beds for children could also be provided for 
this area. It is believed that if a large number of these units were established at 
one location the manager of the trailer housing unit could be equipped with 
various quantities of different equipment to furnish this second bedroom. 

Detailed specifications of the 24-foot unit and drawings of the floor plans for 
both units and side elevations are included in this report. 

It is important in considering the trailer coaches to be used for this emergency 
housing to review the criticisms of trailer coach housing which resulted during 
World War II. 


CRITICISMS 


1. Construction: The construction of coaches used during World War ITI was 
not entirely adequate to meet the demands. Underframes or chassis, were too 
light or lacked sufficient steel, to properly support the coach. 

In good judgment at the time, it was determined that Government coaches 
during that period could be constructed on a 12-foot steel-frame supporting the 
center of a 22-foot wooden-frame trailer coach. The icebox, sink, and closets of 
the coach were located in the center of the vehicle and rested on the metal frame, 
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while the frame was supported on the undercarriage or wheels. Wooden stringers 
were used to extend the frame of the coach to the ends. 

Industry experience has shown that in order to eliminate difficulties which re- 
sulted because of such construction, it is advisable to use a full length steel frame 
under the unit. 

2. Undercarriages: During World War II, the trailer coach industry was pro- 
vided approximately one-fifth as many undercarriages as the total number of 
trailer coaches produced. This ratio was, of course, reduced as coaches made 
secondary movements to new locations. 

While it is generally agreed that trailer coaches located in one spot for a year or 
more have no immediate need for undercarriages or wheels or tires, there are 
definitely areas in which they should be retained in a mobile state. Such areas 
are designated target plant areas. 

One problem which resulted from undercarriage shortages during World War 
II was the fact that there are two types of wheels constructed for the industry. 
One type has four lugs and the second type five lugs. It is seriously recommended 
that in the event of mobilized economy use of trailer coaches by the Federal 
Government, the types of wheels used be standardized by the Government to 
facilitate interchange between mobile housing units. 

3. Treatment on location: Several Government representatives who had the 
responsibility of directing some phase of trailer coach use during World War IT, 
readily stated that basic criticism of coaches by war workers came from unsatis- 
factory parking areas rather than the coaches themselves. 

It is recommended therefore, that considerable thought be given to trailer park 
planning in order that the morale of war workers housing in trailer coaches be kept 
at a high standard. 

4. Interior: Another criticism made by Government officials was based upon 
the drab and cramped interiors of trailer coaches purchased by the Government 
during World War II. The attached suggested plans alter this situation as does 
the recommendation that Government trailer coach equipment approach as closely 
as possible that demanded by the current civilian retail market. The civilian 
market desires venetian blinds and drapes; trailer coach picture windows and 
attractive built-in furniture. If such can be furnished without influencing critical 
material, the standard Government coach should be as attractive to the war 
workers as possible. 


PROPOSED STANDARD TRAILER COACH SPECIFICATIONS 


The following proposed standards have been compiled by a committee of trailer 
coach manufacturers following consultation with Federal Government officials 
who are concerned with mobile housing. In all specifications relating to material, 
it is recommended that full advantage be taken of the flexibility of material and 
construction available in the trailer coach industry. That is to say, that while 
ultimately, under a highly developed priority type of mobilized economy, wood 
framing for trailer coaches may be necessary such restrictions need not be placed 
upon the manufacturers of trailer coaches if aluminum type construction paneled 
members or tubular steel framing can be available. For that reason specifications 
mention all types of materials which could possibly be used. 


Length: 24 feet. 
Width: 8 feet over-all. 
Interior height: 6 feet 6 inches center. 
Windows: In 24 feet. 
18 by 30 inches—Three windows in bedroom. 
18 by 30 inches—One window over kitchen. 
30 by 36 inches—One picture window left living room. 
18 by 30 inches—One window front. 
18 by 30 inches—One window ahead front door. 
Doors: 
1 26 by 69 inches minimum front. 
1 22 by 68 inches minimum rear. 
24-foot body: 
Underearriage: 
Axle: 2-inch square, 68-inch tread, 4-inch drop, 51% inches. 
Springs: 2 by 36 inches, 5,000-pound capacity, spring centers. 
Wheels: 550 by 15 SDC. 
Tires: 750 by 15 truck tires. 
Brakes: Approved type. 
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Frame: 
Fabricated steel welded joints. 
Coupler—approved trailer coach coupler. 
Body construction: 
Floor: 
Floor—-inch fir plywood. 
Framing—2-inch dimension wood. 
Subfloor—Homasote, mastic board or equal. 
Linoleum—felt base inlaid. 
Insulation—1-inch or equivalent approved. 
Sidewalls: 
Exterior—aluminum, steel, Masonite, Homasote or equal. 
Interior—plywood. 
Framing—steel, aluminum or lumber 2-inch dimension. 
Insulation—1 inch or equivalent approved. 
Vapor seal—approved vapor barrier on outside inner wall. 
Exterior joints—calked and metal molded. 
Roof: 
Roofing: 
Aluminum, steel, canvas deck, Masonite, 55 pounds. 
Felt roofing, cemented. 
Roofskin—Homasote 4-inch, plywood, Masonite. 
Interior—ply wood. 
Framing—aluminum, steel, lumber 2-inch dimension. 
Insulation—1 inch or equivalent approved. 
Vapor seal—approved vapor barrier. 
General: 
Front roof cap—22-gage steel, aluminum, Masonite, or similar. 
Doors: 
Front 26 by 68 inches minimum with nonopening opaque window insu- 
lated. 
Exterior—same as side wallskin. 
Inside—same as side wallskin—metal bound—equipped with locks. 
Full sereen doors, same construction. 
Cabinet construction: 
Conventional construction. 
Conventional trailer cabinet hardware. 
Electric: 
Exterior: 
Running lights—four clearance lights. 
Tail—stop and tail light. 
Car connection—four-way approved. 
Wire—18 gage. 
Interior: 
Fixtures—one door light—six 110-volt. 
Inlet—110-volt, 30 amperes. 
Outlet—four double convenience. 
Wire—14 gage Romex. 
Circuits: 
One for refrigeration and convenience outlet. 
One for water heater and light fixture. 
Fuses—circuit breakers—three. 
Inlet wire—12 gage Romex. 
Junction and outlet boxes with approved connections throughout. 
Plumbing: Drains—constructed to TCMA plumbing standards or rubber hoses 
equipped with cold water inlet piped to single faucet at sink with %-inch copper 
tubing. 
Painting: 
Interior: 
Two-coat lacquer sealer. 
Two-coat synthetic varnish. 
Painting: 
Refrigerator: Electric. 
Cooking stove: Trailer-coach range and oven equipped for bottle gas with 
power vent and canopy. 
Gas supply: One 20-pound I. C. C. bottle gas cylinder and valve piped to 
stove with -inch copper tubing. 
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Sink: Standard accepted porcelain-enameled double sink or 16 by 20 by 
8 inches pressed steel—porcelain enameled. 

Drainboard: Plastic molded. 

Heating: Approved trailer eoach space heater with heavy-duty blower with 
rear room heat outlet. 

Beds: 

Mattress—full size 54 by 74 inches—180-coil unit, sisal-pad insulation 
or equal, layer felt, cover to be 4 yards or better. 

Sofa-bed: 48 by 72 or 48 by 76 inches, double inner-spring construction 
or nonsag studio construction with innerspring mattress toppers, 
sisal-pad insulation or equal, layer felt, cover of acceptable quality. 

Ventilators: Two 14 by 14 hatch type, insulated. 

Windows: Eight 18 by 30 inches, metal windows trailer type fully screened 
or other acceptable windows. 

Table: Drop leaf. 

Chairs: Two folding. 

Drapes: End drapes. 

Venetian blinds: Each window. 

Steps: Steel, folding or wood. 

Diagrams illustrating these specifications are included in this report. 


SPECIAL-USE UNITS 


This report has mentioned that there are special uses to which trailer coaches 
or the trailer-coach principle can be put in a mobilized economy or a wartime 
emergency. 

In discussing these special units it would be wise to picture them constructed 
upon the standard 30-foot chassis. 

The use of trailer coaches for utility units was not well developed during World 
War II, but does provide a solution to several emergency housing problems. 

Due to the mobile nature of housing adjacent to large plants, it might be well 
to consider a task force of utility trailer coaches, constructed on heavy frames 
of the 30-foot length. 

Discussion with Government representatives in the various departments 
developed the following possible uses to which such vehicles could be placed. 
Illustrations of similar units currently in use are attached. 

1. Sanitary facilities—toilets and showers: Such coaches could be tiled, or 
plastic lined and completely equipped ready to connect with water and sewer 
lines 

2. Barracks: The use of trailer coaches for barracks, for single men or women 
is generally considered marginal, but is still a factor that should be considered. 
When moving construction workers into an area in the preliminary stages it could 
well be wise to move in a block of barrack-type 30-foot coaches for emergency 
housing before more permanent-type quarters are constructed. Those vehicles 
could then be transferred to a trailer coach pool for use in other initial construction 
developments. 

3. Headquarters or office units: Units of this type are almost standard in field- 
construction activities today. 

4. Club coaches or recreation trailers: Libraries, card rooms, writing rooms, 
and similar uses could be put to club coaches prior to the construction of large 
recreation halls. 

5. Stores or commercial enterprises: Establishment of bases in rural areas 
during the last war emergency showed a need for stores of the drug store or 
variety-store type, to meet normal needs. Later, larger permanent stores could 
be established, but trailer stores would fill the first needs and aid morale. 

6. Medical and dental units, barber shops, and beauty parlors: Mobile medical 
and dental units are, at present, in use in many areas of the country. Morale 
is weighted by a variety of factors. While it might not seem important to use 
manpower in the field to construct barber shops and beauty parlors, private 
industry has shown it is feasible to mount such activities in trailer coaches. 

7. Mobile laundry: With morale, to a considerable extent based upon cleanli- 
ness, it would be possible to include in such a special task force trailer conches 
equipped with commercial-type launderette facilities such as washers and driefs. 
Similar units have already been developed for the commercial field. 

8. Mobile restaurants: Mobile restaurants have long been commonplace and 
should be considered in establishing a new community. 
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9. Tailor shops, shoe repairing, etc.: There are a variety of similar commercial 
uses in which trailer coaches could be put to assist in establishing war plant rural 
communities. 

Reproductions of several special use unit trailer coaches which have already 
been tried and found satisfactory follow. 

The Cuairman. Mr. Raymond, the FHA has heretofore confined 
its insurance to real estate. Of course, a mobile home is personal 
property. 

Mr. Raymonp. That is right. 

The CuarrMANn. It has other characteristics. It is movable personal 
property, and it is supposed to be movable. In many States there 
are State laws against removing mortgaged property outside the 
limitations of the State, because a mortgage is a State matter. 

Now, what would that involve, to permit insurance on mobile 
homes which may be moved about from State to State, or even 
moved outside of the United States? What difficulties do you think 
that would present with reference to carrying out this insurance? 

Mr. Raymonp. Mr. Chairman, it would undoubtedly involve com- 
plications which ordinarily are not encountered in ordinary mortgage 
insurance. We can cite only the experience of several large financing 
companies which have a very favorable record of trailer paper financ- 
ing. Certainly, as I said before, there would be difficulties involved. 
I wonder if I may ask the attorney who has been working with us, 
Mr. Roberson, if he has any comment to make on that. Would you 
care to comment on that, Mr. Roberson? 

Mr. Roperson. Yes. Mr. Chairman, the possible difficulties —— 

The CuHarrMAN (interposing). Talk a little louder, will you please. 

Mr. Roserson. The possible difficulties with respect to the insured 
loans on mobile units might only involve difficulty in the collectibility 
of some of the unpaid balances due on this outstanding paper but, as 
you pointed out, there are certain State laws which require the 
mortgagee to consent to the removal from a State of an item of per- 
sonal property which is subject to a chattel mortgage. 

Then, again, there is a considerable amount of financing of these 
types of property transactions by the use of conditional sales contracts. 

In our proposed amendment we have included both mortgages and 
conditional sales contracts. In many States, as you know, there is 
no record required for a conditional sales contract, or filing require- 
ment. I would think that the difficulty would, perhaps, be reflected 
in the risk involved with respect to the paper. The amendment has 
provided for an additional 1 percent interest. In other words, there 
is a ceiling of 5% percent as against 4% percent on the other type of 
mortgage. 

The CHarrMAN. Real estate is permanent, fixed, and immovable, 
and the insurer and the mortgagee can at all times investigate his 
risk, and there is no way of depriving him of that power. Even in 
the case of the ordinary chattel mortgages on refrigerators and house- 
hold goods they are supposed to remain in the residence, and they are 
not supposed to be taken away or moved about, but the very purpose 
of the mobile home is to move it. I was thinking that would present 
some difficulties that would have to be met before they would be 
eligible for this insurance. 

realize that you may do a great service by furnishing homes and 
shelter for people when they need it greatly, but I doubt the desira- 
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bility of doing that right now unless you can find some practical way 
in which it could be done and which would protect the FHA. 

Mr. Roserson. May I also suggest this, that it is contemplated 
that these mobile units will be used in large numbers during the period 
of construction of a given project. When that construction work 
tapers off and the workers have been moved to some other project, 
or, at least, they are no longer needed at that locality, the Adminis- 
trator will certainly know that fact, and he will also know, in all 
probability, the trend or the direction of movement of workers from 
that locality to some other locality where a project is being under- 
taken. We have in mind that he would be told, and I would think 
also the mortagee servicing the loan would be able to follow the trail 
of the mobile unit. With regard to not losing sight of the security, 
I think that the Administrator could very easily give his consent to 
the removal of this unit from one State to another, and it would be a 
simple matter to rerecord the chattel mortage in the other State. 

The Cuarrman. Are there any further questions? 

Mr. Tatue. Yes, Mr. Chairman. 

The Cuarrman. Doctor Talle. 

Mr. Tatxe. On the last page of your prepared statement, Mr. 
Raymond, in the middle of the page, you say, and I quote: 

We also believe that private purchasers should have relief from the excise tax 
which is levied against our product. 

That is the end of the quotation. 

You have the total sum paid there, but will you point out the extent 
of that tax per purchase, how it works, how it is levied, and why? 

The CHarrMan. We do not have any jurisdiction over that. That 
will be considered in another committee. 

Mr. Tauue. I would like to have the information, however, Mr. 
Chairman, 

The CuarrMan, All right. 

Mr. Raymonp. In the revenue act of 1942 our product was con- 
sidered subject to the tax because that tax said that trailers hauled 
by automobiles should bear a 7 percent excise tax. 

Mr. Tatite. How much? 

Mr. Raymonp. A 7 percent excise tax. 

_Mr. Tatuz. On the entire vehicle? 

Mr. Raymonp. On the trailer itself. 

Mr. Mutrer. What is the tax on an automobile? 

Mr. Raymonp. Pardon me? 

Mr. Mutrer. What is the excise tax on automobiles? 

Mr. Raymonp. I cannot answer that question; I do not know. 

Mr. McDonovan. Ten percent. 

Mr. Mutter. I think that is right. 

Mr. Tautie. Mr. Chairman, I did not direct my questions to mem- 
bers of the committee; I want to ask them of the witness, if 1 may. 

The CuHarrRMAN. But we have no jurisdiction over taxation. 

Mr. Raymonb. We understand that. May I further add a little to 
my answer to your question, with the explanation that it was inserted 
in here to attempt to further prove our point that in spite of the fact 
that purchasers of trailer coaches had to pay this additional amount 
of 7 percent on the net cost of a unit that they still elected to purchase 
approximately 315,000 mobile homes since the last war for their homes, 
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although they did not have to pay any similar tax on any other type 
of house. ‘That was our reason for inserting that in this presentation. 

The CuarrmMan. I suggest that you bring your complaint before the 
Ways and Means Committee. We have no jurisdiction over taxes. 

Are there any further questions? 

Mr. Mutrer. Yes, Mr. Chairman. 

The CHairnmMan. Mr. Multer. 

Mr. Mutrer. There has been no problem in connection with the 
sale of automobiles on time and taking back chattel mortgages and 
conditional sales agreements, is that not so? 

Mr. Raymonp. Yes, that is right. 

Mr. Mutter. Occasionally. somebody will try, a bad actor will try 
to secrete or dispose of an automobile in order to cheat the creditor, but 
it is not done too successfully. They are usually caught at it. 

Mr. Raymonp. Yes, that is right. 

Mr. Mutrer. In your case you are dealing with a much larger item 
than an automobile and there should be no difficulty in recouping or 
recovering a trailer if somebody tries to secrete it or dispose of it 
unlawfully, is not that so? 

Mr. Raymonp. Yes, it is very, very much so, and our finance com- 
panies which have been in the picture for some time now show very 
favorable experience with that trailer paper. The banks that are in- 
volved in this financing claim that it is the best paper on their books, 
that it is much better than automobile paper. 

Mr. Muurer. Do you put serial numbers on the trailers, the same 
as they put them on automobiles? Automobiles have a serial number 
on the engine and another on the chassis. Do you have one on the 
trailer in a place where it cannot be obliterated easily? 

Mr. Raymonp. Yes, sir, we have a serial number on every coach. 

Mr. Mutter. Do you know whether or not many of the States 
have laws similar to that one applying to automobiles, making it a 
criminal offense to obliterate the engine nuinber or the chassis number 
from an automobile? Do you have similar laws applying to trailers? 

Mr. Raymonp. [I am not sure about that. Do you know, Mr. 
Roberson? 

Mr. Roserson. Offhand, without some preparation, I would not 
know. I am familiar with that statute with regard to the obliteration 
or removal of serial numbers from automobile engines. Whether or 
not many States have interpreted that law to apply to serial numbers 
on trailers I am not prepared to say at this moment. 

Mr. Tatuz. Will the gentleman yield? 

Mr. Mutter. Yes, surely. 

Mr. Tatuez. I should like to ask the chairman if the erasing or 
obliteration of serial numbers from engines is something over which 
this committee also has jurisdiction? 

Mr. Mutter. My question did not suggest that, Mr. Talle. My 
question suggested to these gentlemen the advisability of amending 
the various State laws so as to provide greater security if the laws 
did not already provide it. 

Mr. Tauxie. I have not the slightest objection to the current 
discussion, it is quite allright. But since the matter of jurisdiction is 
under question I wanted to know how wide the area might be. 
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The CuarrMan. I did think it was not necessary to go into questions 
of taxation because they are involved questions, and i think probably 
this is immaterial and irrelevant, but let it go on. 

Mr. Mutter. I am just trying to suggest a means of providing 
ample security for FHA if we should decide to give them the right to 
finance these trailers. One way for improving security would be for 
Congress to enact the bill which I introduced this last year, not in 
this committee, but in another committee, making it much easier to 
register title to vehicles by filing a certificate of ownership in the 
various district court clerks’ offices, which could be taken as presump- 
tive evidence of title, and also as an indication of the lien which may be 
against the vehicle for the balance of the unpaid purchase price. I do 
not think that there is any real difficulty in getting ample security if we 
go along with the principle that these trailers should be financed 
by FHA. 

Thank you, Mr. Chairman. 

Mr. Roserson. May I suggest, also, in line with the remark just 
made, apart from any statute imposing a criminal penalty for the 
act of obliterating or mutilating an engine number, or a serial ndaadite, 
it would be a fraud at common law for anyone to mutilate a serial 
number with the intent to defraud a mortgagee. 

Mr. Mutrsr. I am sure there is a law in every State to protect the 
mortgagee, no matter who held the mortgage. 

Mr. Roserson. I agree with you. 

Mr. Brown. Off the record. 

(Discussion off the record.) 

The CuarrMan. Where is your plant located? 

Mr. Raymonp. Our plant is located at Saginaw, Mich. 

The CHarrman. Mr. Crawford is your representative? 

Mr. Raymonp. Yes. He is also the representative of Mr. Redmond 
whose plant is located at Alma, Mich. 

The CHarrmMan. You have a very industrious and able repre- 
sentative. 

Mr. Raymonp. We think so. We are glad to hear you say that. 

Mr. Fucarte. I would like to ask Mr. Raymond what effect a 
relaxation of regulation W would have on the sale of this product. 

Mr. Raymonp. That does not affect us. 

The Cuartrman. I am sure that the committee will give some 
assistance to your industry. 

The points that I raised were not raised because of hostility. I 
was just trying to show you an obstacle I thought was important 
enough to be considered. 

Mr. Deane. Mr. Chairman, I can see something in this particular 
housing program that could be beneficial to a workman who might 
desire a trailer home. 

At the two atomic energy installations that you mentioned con- 
tractors on those jobs will no doubt control the barracks and the 
housing accommodations. I am just wondering to what extent you 
have been able to work with the contractors on these jobs in order to 
push your product. 

Mr. Raymonp. May I refer that question to Mr. Wilson? He 
apparently has more information on that than I. 

Mr. Witson. We established immediate contact, sir, with the 
representative of the Atomic Energy Commission at the Savannah 
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River project, and also the DuPont Corp., as soon as the project 
became publicly known. 

Since that time, off and on, we have had one or two men from our 
association there at the project but not pushing our product. That 
is not necessary. We want our product there to be handled properly 
and the people who may go down there and buy our product will 
be treated properly. 

We have two men down there this week who are experienced in 
planning and developing trailer parks. They are working closely with 
the DuPont Corp. and as individuals come in and express a desire 
to develop community facilities for trailer parks we offer our gratui- 
tous service to help them in planning a proper one. That is about as 
far as our interest goes. 

The Trailer Coach Dealers Association down there, I believe, is 
already developing a school among their dealers for the proper 
servicing of trailer coaches so that anyone using them down there will 
be properly treated. 

While it is a responsibility at the present time, I believe, of the 
contractor,‘ I believe that it is being left to the individual. As a 
result, they do not need help. We have found this experience at 
Hanford, Wash.—the Atomic Energy representatives out there have 
told us that the workmen coming and living in mobile homes with 
their familites were better workmen than the workmen in barracks, 
so the tendency is to encourage mobile homes. 

The man who has his family with him is more likely to be on the 
job, with no criticism of the worker, the day after payday, than the 
man who may want to fly home for 3 days to see his family. That 
was the experience at Hanford, Wash. ‘Therefore, they desire to 
have the construction people in their homes with their families. 

What we are saying here is to make it easier for that construction 
man to work out his problem and to give him the same privilege as 
the man who is going to move into the Savannah River project and 
live in a permanent home nearby. 

Mr. Deane, Thank you, Mr. Chairman. 

Mr. McDonoven. I think that there is a definite need for this 
kind of service, especially in the many projects we apparently are 
going to have to build during this emergency. 

But instead of making the individual responsible for the payment 
of the trailer, it seems to me we should incorporate something in the 
bill giving the contractor the right to purchase on a deferred-payment 
basis a certain number of trailers, and he in turn can then rent them 
to his workmen. The contractor would be the person responsible. 
He might have a man in a trailer for from 30 to 60 days on the job. 
He might quit and go to another job. It appears to me that wouid 
be a far more satisfactory way to handle it than to place the respon- 
sibility for payments, we will say 80 percent of the cost, on some in- 
dividual who may be on the job for 3 weeks and who will move to 
some other place. 

Then you have the problems of moving personal property from one 
State to another and consequent legal complications. 

I just express that as an observation and as a possibility. 

Mr. Raymonp. There is no question but that that idea would go 
a long way toward helping the situation. 

78408—51——13 
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Mr. McDonoveu. If the contractor eventually wanted to sell the 
trailer to some individual later, he would be the owner of it, and he 
would be a far more responsible person to deal with than 50 individual 
owners. 

Mr. Raymonp. Of course, that does not fully satisfy the thing we 
found so consistently upon the purchasers of mobile homes, and that 
is, the idea of having something of their own, a home of their own. 
That seems to be imbedded in the American individual, and it is 
private ownership they like to accomplish. 

As I said, your idea would certainly go a long way, but, unfor- 
tunately, it would not fulfill that desire. 

Mr. McDonovuau. What, for instance, are the terms for the sale of 
a trailer now, aside from any aid under the Housing Act that does not 
now exist? What percentage of the original cost is required for a down 
payment? 

Mr. Raymonp. Approximately one-third and the balance, including 
across-the-board interest and imsurance, is amortized in from 2 to 3 
years. In a very few exceptional cases that will be extended to five, 
but that does not happen very often. Three years is about the 
maximum. 

Mr. McDonoucu. What is your experience with regard to the life 
of a trailer? How long are they usable, and how soon after they are 
delivered do they come to the point where they are rattletraps and 
fall apart? 

Mr. Raymonp. As quoted in the statement, the units that were built 
during the last emergency were built far below standards that the 
industry could be very proud of. No one was to blame for that 
because of the shortage of materials. We were restricted in the use of 
those critical materials, and there was more or less of a temporary 
unit constructed. Despite that fact they were used during the emer- 
gency and afterward were allocated, by far the majority of them, to 
various colleges and universities and municipalities throughout the 
entire United States, and they are still in use. 

We are talking now of what we consider to be a more or less standard 
unit so far as construction is concerned. 

The units that are being built today we consider have an indefinite 
period of use and compare very favorably with ordinary house 
construction. 

Mr. Mutter. Does regulation W affect trailers at all? 

Mr. Raymonp. Not at all, sir. 

Mr. Nicnotson. How many people will a trailer accommodate? 

Mr. Repmonp. From four to six people. Usually a 25-foot trailer 
is built to accommodate four. A 25-foot trailer is usually designed 
to accommodate four people, and your 33-foot to 35-foot trailers are 
built to accommodate either four or six persons. 

Mr. Brown. What is the retail price of a trailer? 

Mr. Repmonp. The retail price will go all the way from a minimum 
of $2,500 to approximately $5,000. 

Mr. Brown. You can almost buy a house for that. 

Mr. Raymonp. Not much of a house. 

The CHArrMAN. There are thousands of people who will have to 
go to South Carolina to build that installation, and you would have 
to have the same sewage facilities and sanitary conditions that would 
prevail if homes were constructed there. 
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Mr. Repmonp. Yes; they would be similar. You would find the 
costs far less. 

The CuarrMan. Could you start them in there without proper 
sanitary facilities and sewage facilities and other things? You could 
not do it any more than you could if you did not have them for houses? 

Mr. Repmonp. That is right. 

Mr. Parman. About how many people live in trailers now in the 
United States? 

Mr. Raymonp. We figure there are 750,000 to 850,000 trailers 
being used in the United States for housing. 

Mr. Parman. Three or four million people? 

Mr. Raymonp. Somewhere between 1,750,000 and 2,000,000. 

Mr. Parman. You mentioned the different services that are fur- 
nished for these trailer communities. Do you call them trailer 
communities or trailer camps? 

Mr. Raymonp. Trailer parks. 

Mr. Parman. Do they have any kind of community service like 
meeting houses or churches, or is too temporary for things like that? 

Mr. Raymonp. That depends to a great extent, of course, on the 
size of the so-called trailer park. They will vary from a park that 
would accommodate perhaps 25 trailers, which would be almost a 
minimum that could be profitably operated, to parks that contain 
2,500 trailers. In these larger parks you will find all sorts of recrea- 
tional facilities. 

Mr. Parman. Including educational facilities? 

Mr. Raymonp. I would hesitate to say yes on that. 

Mr. Parman. What about libraries where they furnish magazines 
and books? 

Mr. Raymonp. Yes. They have libraries and post office facilities— 
the ordinary commercial facilities such as grocery stores, gasoline 
stations, clothing stores, and things like that. 

I am sorry that I cannot definitely say that I know of any that have 
church facilities, but they are usually located, any profitable park, 
close enough to a going community so that church facilities and edu- 
cational facilities are available to the park. 

Mr. Brown. I notice at Oak Ridge they had thousands of these 
trailers in which the employees lived. How did they obtain them? 
Who bought them? 

Mr. Raymonp. As we understand part were purchased by the 
Government, but a greater percentage of them were purchased by 
individuals who moved in there. 

Mr. McKinnon. Mr. Raymond, is it not true that the value of this 
program would be that we would get more housing units for the 
building material used than we would in building normal housing? 

Mr. Raymonp. I am awfully glad that you asked that question 
because we did not think it appropriate to bring it up here. It has 
been very definitely established that the amount of material, either 
critical or otherwise, used in the mobile housing unit for family 
accommodations is much less than for any other type of housing. 

Mr. McKinnon. And would you not also find in these trailer parks 
that the amount of pipe and other utilities would be less than you 
would normally find in a housing project to house the same number 
of people? 
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Mr. Raymonp. Yes. In saying “Yes’’ to that question, I should 
go into just a little bit of detail. 
As stated in our presentation, better than 90 percent of all mobile 
housing units built today have a complete bathroom included in the 
construction. That means a shower bath and toilet facilities. 
' Now, if the site to accommodate the trailer is piped for water and 
sewers to accommodate the individual trailer units, then there is not 
much difference in the cost between an installation that will accom- 
modate trailer coaches and an installation for ordinary housing, except 
that the piping material is a little bit smaller and does not require such 
a good installation. It is more of a temporary nature. 

However, to save material—and this is the way that those parks are 
equipped today—those using and living in trailer coaches use central 
facilities, including washing facilities, bathing facilities, toilet facilities, 
and one building equipped that way will accommodate quite a number 
of trailer units. 

Mr. McKinnon. And these construction workers on the job are 
willing to put up with that kind of condition? 

Mr. Raymonp. Yes. 

Mr. McKinnon. They want to save as much money as they can. 

Mr. Raymonp. That is right. 

Mr. McKinnon. What is the rate of depreciation on an average 
trailer? Say a trailer sells for $3,500, how fast will that trailer de- 
preciate in the first year, and what will be its resale value? 

Mr. Raymonp. Being a manufacturer, I am not too familiar with 
that. The first year the depreciation on an ordinary trailer coach 
amounts to almost 25 percent. Now, of course, the big reason for 
that is not because the actual intrinsic value ot the unit has depreciated 
to that extent, but in the case of resale you always have that dealer’s 
mark-up to contend with. The minute that he hands a key over to a 
customer the unit has depreciated by the amount of his profit. There- 
fore, the first year mark-up is very considerable. 

What you are getting at, I think, is what would a trailer be worth 
after 5 or 6 years? 

Mr. McKinnon. No. I was only interested from the standpoint 
of financing. 

If a company finances and the FHA guarantees a mortgage on a 
trailer, a $3,500 trailer, and it has to be repossessed and the company 
has to turn around and sell it, what would the market value be in the 
way of security? On the housing market you can always turn around 
and sell a house for practically what its sale price was, especially in 
these inflated times. I do not think that would apply to the trailer 
situation. 

Mr. RaymMonp. Well, it does apply, and it is a little bit hard to make 
that understood. It is going te apply more particularly now because 
of the material situation. We have a lot more orders for trailer 
coaches than we are going to be able to produce because of the material 
limitation. Therefore, I do not doubt a bit but that the condition 
you say applies to conventional housing will also apply to trailer 
coaches. For some time to come that will be true. 

The CuarrMan. If there are no further questions, Mr. Raymond, 
you may step aside. We are glad to have your views and they will 
be considered carefully. 

The clerk will call the next witness. 
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Mr. Hauianan. The next witness is Mr. D. W. Hanks, assistant 
director, American Municipal Association, who will present three 
mayors who represent his association. 


STATEMENT OF D. W. HANKS, ASSISTANT DIRECTOR, AMERICAN 
MUNICIPAL ASSOCIATION 


Mr. Hanks. My name is D. W. Hanks. I am assistant director of 
the American Municipal Association. 

We, of the cities, appreciate the opportunity of appearing here today, 

With the chairman’s permission, we would like to present for the 
record, and not to be read now, a statement of the association relative 
to the bill. Included in the statement are telegrams from several 
municipalities which are experiencing the problems which this bill is 
designed to meet. 

The CHatrMan. Without objection it will be inserted in the record 
at this point. 
(The statement referred to is as follows:) 
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STATEMENT OF THE AMERICAN MunicrpaL AssociATION, CHICAGO AND WASHING- 
TON, ON H. R. 1272, roe Derense Hovusina AND CoMMUNITY FACILITIES AND 
Services Bit or 1951 
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: Municipal governments in the United States are apprehensive of effects upon 

: local governments of huge industrial and military expansions which will be oc- 

casioned in many localities as a result of American preparations for national de- 

fense. Heavily impacted municipalities will be no more able in the immediate 

future to finance vast and suddenly increased demands for capital improvements 

and expansion of services than they were in the period of World War II. Nonethe- 

less, to serve rapidly expanded populations and installations, new housing and 
additional community facilities and services must necessarily be provided. 

The American Municipal Association, the national federation of 10,300 munici- 











é pal governments and their State leagues of municipalities, expresses in this state- 
a ment its appreciation for the understanding of the staggering scope of the fiscal 
problem of supplying essential additional facilities and services which the chairman 
i of this committee has demonstrated in the defense housing and community 





facilities and services bill of 1951, H. R. 1272. Municipal governments realize 
their responsibilities in the defense program and want to be able to discharge them 
fully. The United States Government can count on all-out cooperation of the 
municipalities. 

During World War IT and the period just preceding it, the Federal Government 
expanded war production and war training facilities rapidly. The population of 
many unincorporated areas was multiplied several times over and even cities of 
150,000 or 200,000 found themselves suddenly in need of scores of new policemen 
and firemen to protect new war plants. Many communities were like Alexandria, 
La.—which found itself surrounded by training camps with soldiers numbering 
five times its own population. Still other places were required to extend sewers, 
water mains, and streets to accommodate new plants. Even more urgent in many 
cases was the need for new schools. Federal assistance for the construction of 
physieal facilities and the operations of schools, police, and fire departments was 
given. This was justified in part by the fact that so many of the new plants, 
camps, or other installations were located in unincorporated areas with little or no 
reserve taxing power, Or in the more isolated sections of the larger cities. Further- 
more as the defense program is expanded in 1951 and 1952 there will probably 
by a tendency to go still further into more remote areas where public facilities of 
all kinds do not now exist. 

The purpose of legislation such as H. R. 1272 is to permit the rapid expansion of 
the defense program without imposing an unfair share of National Government 
responsibilities on a limited number of municipalities or people. Any steps 
toward dispersion and decentralization of the Federal Establishment will further 
prove the need for Federal financial responsibility for sudden increases in the scope 
and costs of local government services and facilities. 






















192 DEFENSE HOUSING AND COMMUNITY FACILITIES 


Statistics available to the association show Federal expenditures of $358,333,362 
or publie works necessitated as a result of military and war-connected industrial 
installations and expansions in every State and in the Territories up to June 30, 
1949, under the Lanham Act and successor acts, and Federal expenditures of 
$115,124,495 in Federal grants to help finance local public services which were 
necessarily expanded in the same period under the Lanham Act programs. 

Federal grants and loans to local governments, or direct Federal expenditures, 
went into 4,059 public works projects (water and sewer plants, schools, streets, 
etc.) and into 3,150 publie service projects (additional personnel, maintenance, 
etc., of fire and police services, hospitals, schools, ete.). 

Federal expenditures for war-connected community public works were almost 
equally divided between grants and loans to local governments, accounting for 
$179,129,589 (representing $171,014,473 in grants and $8,115,116 in loans), and 
$179,203,773 in direct Federal construction of similar facilities in areas where 
there was no local share of the cost. 

A total of 2,228 public works projects were aided by the Federal Government, 
and 1,831 were built by the Federal Government outright. Among the projects 
were the following: 1,241 schools, 874 hospitals, 459 water projects, 446 sewer 
projects, 716 recreation projects, 160 fire and police projects, 86 street or highway 
projects, and 77 of other kinds. 

For the publie works projects in which the Federal Government shared part of 
the cost, the local governments spent $99,533,050. 

Total expenditures, both Federal and local, providing additional local public 
services required because of the wartime expansions, ran to $383,387,840, for which 
the Federal Government granted $115,124,496 against $268,263,345 spent by the 
local governments. Thus the localities assumed about 70 percent of the cost of the 
additional services, having met the new and unexpected costs to the besé of their 
fiscal abilities. 

Federal grants helped finanee 3,150 public service projects, helping meet addi- 
tional maintenance and personnel costs in 1,849 schools, 828 child-care centers, 
99 hospitals, 273 recreation programs, 48 police and fire services, and 53 other 
services. 

With particular reference to public services, it should be noted that the larger 
proportion of grants for public services were provided in the first year of each 
project. The assistance helped take up the slack between the time when addi- 
tional services were required and when local tax values and tax yields began to 
reflect the population increases. Federal grants helped fill the gap. 

To obtain the additional public facilities and public services which were essen- 
tial to serve greater populations and new military and defense plants installations, 
it was necessary that the Federal Government spend a total of $841,254,252 
against $367,796,395 which the local governments were able to spend for these 
unusual purposes. 

The American Municipal Association urges congressional action on the defense- 
housing and community facilities and services bill (H. R. 1272), which is now 
before this committee. 

Without giving blanket endorsement to the bill, because the association is not 
qualified to endorse or discuss certain provisions and sections, the association 
respectfully submits several comments which it hopes will have the attention and 
consideration of the committee. 

1. It may well be that FHA mortgage-insurance limitations in the bill are 
unrealistically low in view of the relatively poor quality of housing which can be 
obtained in most areas at $8,100 per unit. It may be that the limitation per 
family unit for Federal construction of permanent housing is also of an unrealistic 
limitation in view of current costs of construction. The association is seriously 
concerned that housing constructed under this act shall not be of inferior quality 
which will encourage the deterioriation of neighborhoods into slums. 

2. The association feels that, if time permits, the committee should give con- 
sideration to a policy to govern the disposition of mobile or portable housing. 
Nothing in the law should encourage the use of substandard housing for one 
moment longer than the war emergency absolutely requires 

3. The association urges that language be inserted to guarantee that municipal 
building codes, and municipal planning and zoning codes, will not be violated. 
Attention should be given to the protection of existing property values and to the 
basic local patterns of community developments. 

4. The association believes, as a matter of principle, that.payments in lieu of 
taxes on new war plants and facilities should be equivalent to full taxes, with 
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consideration only to other payments by the Federal Government or to the value 
of Federal services in connection with the property or otherwise, which are not 
commonly paid or provided by others. 

As previously noted, some hundreds of municipal governments of all sizes 
were substantially assisted under the Lanham Act program in the 1940’s. Many 
municipal officials in office today were local officials in the years of World War II 
and later. The association has drawn upon their experience for comment and 
recommendation which appears in telegrams quoted below. 

In conclusion, the American Municipal Association believes there must be a 
minimum of delay in the installation of municipal capital improvements and 
enlargement of local governmental services in the urban areas where defense 
activities are suddenly expanded. Without these expansions, the defense effort 
will be impeded. New citizens, defense workers, military personnel, cannot be 
expected to achieve maximum effectiveness in the face of grossly inadequate 
water or sewer supply, hospitals, police and fire protection, recreation, and other 
common facilities and services of government at the local level. 

Defense plant and other installations must have the protection, physical facili- 
ties, and services of local governments. 

It is imperative that the Federal, State, and local governments provide neces- 
sary additional facilities and services as soon as possible after the location of the 
needs is determined and construction commenced. To achieve maximum pro- 
duction, there must be no lag. 

This bill (H. R. 1272) in its essentials meets the need., 


TELEGRAMS 


The following are the texts of telegrams received by the American Municipal 
Association in response to inquiry relative to the need of legislation along the 
line of the defense-housing and community facilities and services bill of 1951. 

BREMERTON, Wasu., January 20, 1951. 

Re contributions defense areas, Bremerton will need financial aid. Situation 
critical. Merchants opposing business and occupation tax election February 3. 
B. & O. tax last source of revenue available. If tax fails to pass, 1951 budget 
faces 24 percent reduction. City facing continued increase in population, school 
attendance as result of war impact Puget Sound Naval Shipyard. Confirm with 
Bureau of Ships, Navy Department. We want payment in lieu or definite out 
right grant. Previous experience World War II Federal deficit financing entirely 
unsatisfactory. Tax-free industry and installations create problems. We would 
like to solve our own affairs, but we need aid. 

‘ L. Hum Kean, Mayor. 


CHARLESTON, S. C., January 22, 1951, 
Re congressional hearings January 26, 1951, on defense-housing community 
facilities. Charleston and the metropolitan area greatly affected during the last 
war effort. Huge Government investments were made here—navy yard, mine- 
craft. base, engineering corps, shipyards, ordnance depot, airport, port of embark- 
ation, Coast Guard and Army and Navy hospital facilities. It would be unwise 
not to reactivate and expand to the fullest the available military facilities here, 
some of which are totally inactive and some operating only a small part of capacity. 
The war housing as well as all other housing in the Charleston area, for all prac- 
tical purposes, full. The people stayed here after the war, and any increase in 
military and civilian personnel will require additional housing, school, and related 

facilities. 
Wititiam McG. Morrison, Mayor. 


Dayton, Onto, January 23, 1951, 
Dayton seriously affected by defense program World War II. Without approx- 
imately $300,000 Federal Lanham Act funds we would have faced desperate 
situation. Housing situation was and stiil is very serious. Strongly urge Fed- 
eral contribution be made available again for disrupted areas. 
E. E, Hacerman, Chief Finance Officer. 
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Detroit, Micu., January 23, 1951. 


Telegram to Mayor Albert E. Cobo referred to this office for reply. During 
last war over 5,000 temporary war-housing units built in Detroit. Experience 
taught us that temporary housing costs 100 percent more to maintain than per- 
manent housing. Further, private housing with a $6,000 sales limit last war 
resulted in an oversupply low-cost private housing with bare minimum standards. 
Willow Run development last war, an example of lack of community planning, 
points the need of Federal contributions to localities where influx of war workers 
swamp community school, recreation, and transportation facilities. If additional 
immigrant war workers are needed, Detroit during present national emergency 
situation cannot stress too strongly need for permanent housing. Big need will 
be for moderate rental housing. In Detroit there was less rental housing in 
1950 than in 1940, in metropolitan Detroit there were 292,000 rental dwellings 
units 1950 compared to 325,000 1940. Programing of housing in Detroit during 
last war was satisfactory as to number of units and timing. In temporary war 
housing we always had 30 to 50 units available for immigrant war workers. 

Mark K. Her.ey, 
Assistant Director, Detroit Housing Commission. 


PorTLAND, OreEG., January 28, 1951. 

Re your wire January 19. Must assume condition similar to World War II, 
To date, Portland does not know what its defense program will consist of. Port- 
land had 17,000 units temporary war housing. Vanport flood removed 9,000. 
Deprograming temporary housing leaves Portland with 7,068 units, Using 1945 
costs, it would require $25,000,000 to bring housing to 1945 level. Probably 
present-day costs would make this housing cost approximately $50,000,000. 
Government expended in excess of $10,000,000 in Portland area in addition to 
housing for such items as schools, community facilities, VD center, etc. Recrea- 
tional program, personnel, and supplies estimated to cost $150,000 yearly. Should 
Portland experience same problems as last war, a very definite need exists for 
Government assistance for defense program and for such Federal housing. 


DorotHy McCutiovcH Leg, Mayor. 


Ricumonp, Cauir., January 19, 1961. 
Answering your wire re new legislation. When a community is overwhelmed 
by influx of Federal housing, tenants becoming predominant share of population 
as Richmond case, local service facilities become almost completely swamped 
and revenue sources heavily overloaded. In-lieu payments alone not sufficient 
beeause of low building valuation and the fact that large investments in physical 
plant must be made immediately, as well as crowded conditions requiring vastly 
more services per capita. Federal Administrator should be specifically permitted 
to exercise discretion in such special situations and allow appropriately greater 
assistance. Provisions should include arrangements for adequate recreation 
facilities. New act should definitely apply to already existing defense-housing 
projects. 
Wayne E. Tuompson, City Manager. 


San Disco, Cauir., January 22, 1951. 

te your telegram January 19, San Diego unbelieveably impacted by present 
emergency housing situation here, worse than at any time in World War II. 
Official figures from Eleventh Naval District commandant and aircraft corpora- 
tions indicate that San Diego needs today 20,000 additional housing units if we 
are to make our full contribution to defense efforts of 750 employed by one air- 
craft plant. In last 60 days, 260 have quit because of shortage of housing. 
Navy alone fos navy and civilian employee personnel needs 9,165, units today in 
San Diego. Aircraft corporations report that housing is available only at $90 
per month and up and 70 percent of housing units in lower brackets of $65 or 
lower refuse to accept tenants with children. City council in special meeting 
today strongly urges immediate passage of Senate bill 349 and House bill 1272 
because of our experience in World War II, at which time temporary housing 
units were placed in restricted residential areas and other grave permanent plan- 
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ning mistakes were made by Government agencies. We strongly request that 
provision be made in the bills for conferences with local authorities before plans 
for housing are completed. City of San Diego owns almost 3,000 acres of land 
that can be made immediately available to Federal Government without charge 
for duration of the emergency for war housing. These properties are reasonably 
level not only on the maps but on the land as well. Aircraft corporations report 
some new employees presently sleeping in cars in this area. We are setting up a 
municipal housing bureau and are attempting to make full use of what we have 
where we are. But immediate passage of additional housing legislation should 
not be delayed one moment longer than necessary if we really mean business 
on defense mobilization. We will deal with our sociological problems after this 
emergency. This city builds airplaines. Airplanes require manpower. Man- 
power requires houses. No house, no manpower, no airplanes. Joe Stalin in 
command. Urge immediate passage Senate 349 and House 1272. 

Haruey E, Knox, Mayor. 


Wicuita, Kans., January 23, 1951. 

Wichita municipal services greatly expanded during World War II as city 
became vital aircraft-production center. Population increase 1940 to 1946 over 
33.4 percent. Wartime street and sewer construction over $1,500,000. Water- 
supply improvement of 1940 costing $2,500,000 designed to adequately serve 
Wichita until 1965. Planned capacity reached in 1945 and exceeded in 1946. 
Additional 1947-48 water-supply improvement cost $1,300,000. At least 
$2,800,000 of total water-supply expansion directly chargeable to World War II. 
Housing units built in 1941—45 totaled 13,178 units, 5,992 of them through Federal 
construction. 2,014 Federal housing units disposed of after war. Other ex- 
amples of World War II impact on municipal governmental operations too 
numerous to mention. In view of the present world situation, Wichita is again 
one of the most vital airplane-production centers in the United States. There 
are already indications that the- demand for increased city services will surpass 
those of World War II. An increase equal to that of World War II would necessi- 
tate estimated expenditures of $15,000,000 to $20,000,000 for public works alone. 
We feel local builders can take care of housing needs of the immediate and fore- 
seeable future. In order to adequately meet defense needs due to present national 
situation, it is imperative that the city of Wichita receive Federal assistance in 
securing allocation of materials for development of adequate local housing, and 
particularly assistance in financing emergency public service and public works 


improvements. 
M. P. Jones, City Manager. 


Mr. Hanks. With the chairman’s permission, may I introduce the 
witnesses for the association? They are Mayor McClelland of Wil- 
mington, N. C., who is accompanied by the city manager, Mr. Benson; 
Mayor Swartz of Gary, Ind., and Mr. C. A. Harrell, city manager of 
Norfolk, Va. 

These gentlemen are officials of the cities which have been and will 
be more or less typically affected by the military and defense-plant 
expansion. They will make very brief statements, and I believe they 
can answer any questions that show why their cities need the coopera- 
tion and the assistance which this bill proposes. 

We can proceed, Mr. Chairman, with Mayor McClelland. 

Mr. Coin. May we have a statement about the American Munic- 
ipal Association? 

Mr. Hanks. As to what it is? 

Mr. Cote. Yes. 

Mr. Hanks. The association is the national federation of approxi- 
mately 10,300 municipal governments in the United States. 

Mr. Deane. Before Mayor McClelland of Wilmington, N. C., 
proceeds, I would like to say that I am personally acquainted with the 
gentleman. I know the area involved and the outstanding service by 
this distinguished municipal official, and how he is respected in North 
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Carolina. Iam sure that we will hear him with a great deal of interest 
and pleasure. 

Mr. McDonovcu. Before the witness proceeds, may I ask a 
question: Does the American Municipal Association serve a similar 
purpose as the League of Municipalities? 

Mr. Hanks. Yes. 

The American Municipal Association is a federation of the 42 
State leagues of municipalities, as well as the federation of their 
members and the direct membership of certain of the larger cities. 

The CuarrMAN. You may proceed with your statement. 


STATEMENT OF ROYCE McCLELLAND, MAYOR, WILMINGTON, N. C. 


Mr. McCrietianp. Mr. Chairman and gentlemen, I am Royce 
McClelland, of Wilmington, N. C., mayor, and am speaking as a 
witness in behalf of the American Municipal Association, for the city 
of Wilmington, N. C. I think that I speak for similarly situated 
municipalities. 

During World War II the Federal Government constructed in 
Wilmington and in the vicinity approximately 5,900 housing units, 
and private industry contributed to that about 1,500. Many of 
those have since been destroyed or demolished—1,000 or so. The 
exact number I do not know. 

A recent survey during 1950 by the Census Bureau disclosed that 
there are 4,800 substandard houses in Wilmington and its vicinity, 
or approximately 42 percent of those surveyed. 

During the past 2 years there has been a considerable industrial 
development, and that has added to the impact of the military move- 
ment to Wilmington and vicinity. 

I speak principally, gentlemen, of Camp Lejeune in North Caro- 
lina, where they have had a very rapid turn-over, and now it is 
necessary to call in vast numbers of Reserves and also new recruits. 

Unfortunately for the surrounding territory, their families have 
been encouraged to come with them. They have absorbed every- 
thing within the post that they can. 

While Wilmington is practically 50 miles away, pretty close to 
1,500 families have moved in, and hundreds more would like to get 
accommodations. 

In addition to that, we have a large pulp mill and textile mill and 
also the port authorities which are being developed, and that will 
make necessary additional housing. 

There are many skilled workers that we cannot furnish from the 
vicinity of Wilmington. We do not have them. Therefore, it is 
necessary that some assistance be had for housing. 

There is not only the question of housing but you can easily under- 
stand the sudden call on our water facilities. While we have a river 
there, we still have to have the water filtered, and it has to be proc- 
essed before it is suitable for commercial use or for human consump- 
tion. 

Only recently we had a bond program for approximately $3,000,000, 
which is largely used for the water facilities. We thought at the 
time, which was approximately 6 months ago, that it would be suffi- 
cient to take care of our industrial and commercial needs as well as 
the needs for the homes, but with this sudden impact we find our- 
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selves almost as bad off as we were before, and we find that our plans 
have been largely underestimated. That has been through no fault 
of our own, I A but this sudden emergency has come upon us. 

The same thing applies to the sewage facilities, of course. We 
have this situation arising. Heretofore, all raw sewage has been 
put into the river as other cities have done along the river below our 
intake plant, and it is now at the point where the health authorities 
have declared us off bounds, so to speak, and sooner or later we are 
going to have a disposal plant which will run us probably $1,500,000 
to $2,500,000. We do not know exactly what it will be under present 
prices. 

Now, in 1940 Wilmington had a population of 33,407. In 1950 it 
was 44,975. That represents an increase of approximately 35 percent. 
That was rather constant over the whole county. 

Now, the same thing applies to schools. Our school system has 
been very much modernized in the past 10 years, but even now we 
are building additions to the schools. We have a large overload of 
students. The teachers have overloads in their classrooms, and they 
are short, of course, of classrooms. With the shortage of teachers 
and the increase in pupils, there arises a rather difficult situation. 
The teachers are being overworked. Many of them work overtime 
after classes. Also, there are part-time classes. 

Our hospital situation represents practically the same thing. We 
have two public hospitals, one for the whites and one for the colored. 
Both of them are excellently operated. The colored hospital is owned 
publicly entirely and administered by both white and colored people. 
The white hospital, of course, is a different situation. We have one 
private hospital. That situation has become so acute with the addi- 
tional personnel from Camp Lejeune and elsewhere that there is now 
placed in Wilmington a temporary clinic staffed entirely by the ma- 
rine personnel. It is hoped that that will be made permanent at a 
very early date. 

I only recently had a conference with the commanding general of 
Camp Lejeune and he tells me that that will be in effect immediately. 

Our recreation facilities, while partially adequate during the last 
war—and this information I had to get because I was in the service 
during the last war and was away most of the time, so I am speaking 
now from what little observation I made when I got home on leave— 
were all staffed, as you gentlemen remember, by public moneys, and 
they have been closed and the city has taken them all over. We now 
have, I think, only two. We are attempting to augment that as far 
as our funds will go. We sometimes find ourselves embarrassed when 
these young people come in there over the week end on leave, any- 
where from a thousand to five thousand, and for a city of 44,000 that 
is right much of an invasion. We have been taking care of them in 
a way, but not very satisfactorily to ourselves, and I certainly do not 
think to them, either. 

Now, in general, the equipment and personnel available to our 
several departments is naturally limited. It was never planned that 
it would have to take care of what we are faced with now. With 
these additional families coming in we are finding difficulty in taking 
care of our garbage, trash collections, police and fire departments, 
and while we are perfectly willing to go on in any way we can to the 
extent of our ability, the situation that is facing us now is imminent. 
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It is not something that we anticipate at all, gentlemen; it is here 
before us. We feel that while the housing goes along, these other 
things go hand in hand and are just as important. 

As a matter of fact, these things are essential if the housing does 
any good to the personnel who occupies it. 

In general I should like to make just one or two comments. One 
is that in this bill is included a provision for service personnel as well 
as defense workers. That was not included in the last war, and I am 
very happy to see that in here. I have always thought that it was 
unfair, and I am glad to see it in here, and I would like to comment 
on that. 

I would also like to comment on that part of the bill which says 
that payments shall be made in lieu of taxes. I think that is well 
taken, because it stops a lot of criticism for public-owned housing. 

I should like to comment, also, on one part of this which is perhaps 
the personal or the privately owned projects. We have several people 
who gladly will take this over, and I think they are responsible people, 
if credits will be loosened up a little bit. They can furnish a part of 
the money themselves. They have it. 

That does away largely with the criticism of public housing, and 
the opposition of the rea] estate bloc. One of their arguments here 
is that you do not get any taxes, and they forget about the payments. 

Gentlemen, that is about our case. I would be glad to answer any 
questions. If I cannot, our city manager is here and I am sure he can. 

The CHarrMan. What defense plants have been established, and 
what are contemplated? 

Mr. McC.exuxuanp. I do not know of my own knowledge, sir, that 
any are contemplated at Wilmington. I think the principal danger 
there, sir, is the fact that they have large oil installations for about 10 
miles along the river, and it is one of the biggest ports for the intake 
or reception, if you like, of oil and petroleum products. 

The CHarrMAN. What is the source of your water supply? 

Mr. McCie.ianp. The upper Cape Fear River, sir. It comes from 
about 25 miles up the river and is conduited down. 

The Cuarrman. Is that good water? 

Mr. McCietianp. Yes, sir. It has to be treated. Why I do not 
know. Iam not sufficiently informed to answer that, sir. 

The CuarrMan. Is your water supply ample for all your needs now? 

Mr. McCue.uanp. If we could get it down; yes, sir. We are 
practically doubling it now, but if this comes in I am afraid we are 
going to have to do some more. There is ample water there; all we 
have to do is get the conduits to get it in. 

The CuarrMan. You do not have any idea now what is going to be 
done with reference to defense plants in Wilmington and vicinity, or 
the housing of defense workers? 

Mr. McCuiexianp. There is a shipyard there that is supposed to be 
opened. Gentlemen, whether it is going to be opened or not I do not 
know. It has been on a stand-by basis, and it is one of the subsidies, 
Mr. Spence, on Newport News Shipbuilding Co. during the last war, 
and it was operated by them. I understand it is held by the Maritime 
Commission, or some governmental agency. I do not know which. 
It has not been opened, but it is on a caretaker basis right now. 

Mr. Deane. Mr. Chairman, might I interject at this particular 
point that the State of North Carolina appropriated money for 
certain purposes. 
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What was the total amount of the bonds sold by the State of 
North Carolina for the Wilmington Port Authority for the develop- 
ment of the port? 

Mr. McCtetianp. I think it was $5,000,000 for Wilmington, and 
$3,500,000, as I recall it, for Morehead City, or $8,500,000. 

Mr. Deane. How many Liberty ships were built there during 
World War II? 

Mr. McC.Letianp. Something at about 425, and there are over 400 
in the lay-up basin within 2 miles of Wilmington now. 

Mr. Deane. What I am trying to develop is that during World 
War II the Wilmington area was elaborately used by shipbuilding 
forces. 

Mr. McCuexuanp. Yes. 

Mr. Deane. In the creation of the Liberty fleet that was used. 

Mr. McCuevuanp. They had a very active shipyard there, and 
also Camp Davis was about 30 miles away. 

Mr. Deane. Do you have any housing shortage at Wilmington at 
the present time? 

Mr. McCuLe.uanp. Yes, sir. 

Mr. Deane. Before any defense impact? 

Mr. McC.etianp. I can give you the applications that cannot be 
filled now. I will take them according to color. These first are all 
white. 

Nesbitt Court, 185; Lake Village, 170; Maffitt Village, 150; River- 
side Apartments, 118; Veterans homes, 85. 

These now are colored. Taylor Homes, 305; Hillcrest, 182; Jervay 
Place, where the ground was just broken, they have 50. There is 
one under construction now. 

Mr. Deane. You mentioned pollution. Is it not true that because 
of the failure to study proper facilities that the streams of the area 
are becoming so polluted that there is a grave concern among the 
fishing industries, especially shrimp, since this is one of the out- 
standing shrimping areas of the eastern seaboard, about their being 
seriously jeopardized? 

Mr. McC.ie.uanp. Not only the shrimp, Mr. Deane, but also the 
oyster industry. There are some parts which have been declared 
polluted now, and you cannot use the oysters in that area at all. 
They are about 35 miles from Wilmington. 

Mr. Deane. That is all. 

The CuarrmMan. Would your city desire the establishment of 
defense industries there? 

Mr. McCietuanp. Yes, sir; I think they would welcome them. 

The Cuarrman. If there are no further questions you may stand 
aside. 

Mr. McDonoveu. Mr. Chairman, may I ask a question? 

The Cuarrman. Mr. McDonough. 

Mr. McDonoveau. Have you had any experience with the Com- 
munity Facilities Agency of the Housing, under Mr. Foley? 

Mr. McC.ueuianp. I assume that that would come under our 
public housing there. I know him very well, sir, and I have some 
knowledge of it. I do not know what you have in mind. 

Mr. McDonovau. I mean, in cooperating with your government, 
your municipal government, in the installation of facilities in connec- 
tion with the public housing. 
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Mr. McC.e.tuanp. They have been very cordial, sir, and 
cooperative. 

Mr. McDonovucu. How extensive is that? What have they 
installed? What have they done for you? 

Mr. McCuevuanp. Their activities are mostly for their own areas. 
You have within these areas I have spoken of these different homes, 
in those places. They have their community recreation. 

Mr. McDonoven. Of course, they only come into those areas with 
your approval. 

Mr. McC.ie.ianp. Those are the families. I think they have 
been fairly well taken care of, but they are overrun now. That is 
our trouble. 

Mr. McDonovau. I do not mean the number. I am referring to 
the installation of community facilities in connection with public 
housing. What has your experience been with them? I am just 
curious to know. 

Mr. McC.ietuanp. I think it is satisfactory, but I would like to 
ask Mr. Benson. May I be permitted to ask our city manager? 

Mr. Benson (city manager, Wilmington, N. C.). We had quite a 
bit of that during the last w ar, sir, and the condition was very satis- 
factory, and the situation was handled quite satisfactorily during the 
last war with the cooperation of both the city and Mr. Foley’s office. 

Mr. McDonoven. You mean, in providing additional facilities 
for fire protection, for health protection, for sewage disposal, for high- 
ways, and so forth? 

Mr. Benson. My remarks referred primarily to defense housing 
and recreational facilities. We had Federal assistance during the last 
war through the PWA, mostly, at the beginning of the war, toward 
enlarging our filtration plant, and the extension of water and sewer 
lines, the distribution system, to the various new areas to be involved. 

The building was mostly private building, and also Federal 
building. 

During the last war, also, the shipyard employed over 22,000 em- 
ployees, which the mayor has referred to as being considered for re- 
activation at the present time. 

Mr. McDonovean. That required additional school facilities, police 
facilities, fire facilities. Did you have to provide that out of your 
tax structure, or did the Government come in? 

Mr. Benson. We provided that through our tax structure, espe- 
cially so far as it applied to regulation, ‘the maintenance of it, the 
day-to-day regulation. We handled that through our budget opera- 
tion, which in itself plac es a tremendous strain upon any average- 
sized or city budget. It is not set up and prepared to take care of 
those heavy impacts. 

Mr. McDonoveu. You had an increase in taxes as a result? 

Mr. Benson. We have had an increase in taxes of 40 cents on the 
$100 valuation. In addition, we have issued $4,000,000 worth of 
bonds attempting to meet the conditions since the last war. 

Mr. McDonouau. What did you do about the problem of Govern- 
ment installations for defense workers, which were tax exempt, but 
which put the burden of providing police, fire, school, and other 
facilities on you? 

Mr. Benson. We were not too well satisfied with that. There 
was not much we could do about it, sir. We think that a tax should 
be comparable to the tax charged on other city property. 
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Mr. McDonoveu. In other words, you mean that if the Govern- 
ment installs any facilities for the defense production that an in-lieu 
tax should be provided the municipality for the added cost of those 
services? 

Mr. Benson. Giving credit, of course, to the Government for any 
facilities it may provide itself. I think fairly it should have that. 
After that the tax charge should be comparable, I think, with taxes 
charged in other communities. 

Mr. McDonoveu. That is all, Mr. Chairman. 

The CHarrMAN. Under this bill the installations would have to 
furnish their own facilities, or if they furnished the facility to the 
municipalities they would have to do it by contract with the city? 

Mr. Benson. That is true, sir. 

The CuarrMan. There is not the Federal power of eminent domain. 
The Government has no power to take over any of your facilities. 
They have to contract by free contract. They would either have to 
furnish it themselves, or if you furnished it, you could make a contract 
with them as to what compensation should be paid. 

Mr. Benson. Our actual experience in most cases during the last 
war was that the city entered into contracts with them and provided 
it. Where it was too far removed from our facilities, it seemed to be 
profitable for them to provide their own water and sewer facilities, 
which they did. In most instances the city provided it through 
cooperation. 

The CHarrMAN. Are there any further questions? If not, you 
may stand aside. 


SUPPLEMENT TO STATEMENT OF Mayor R.S. McCLetiannp, Mave JANuARY 26, 
1951 Berore THE COMMITTEE ON BANKING AND CuRRENCY, HOUSE OF 
REPRESENTATIVES, DuRING CoNsIDERATION oF H, R. 1272 


The city of Wilmington, N. C., desires to supplement the above-mentioned 
statement filed with the Committee on Banking and Currency as above stated, 
by referring to some of the major activities at and near Wilmington, N. ipa 
preceding and during World War II, including the following: 


DEFENSE AND WAR ACTIVITIES HANDLED BY THE FOLLOWING FIRMS DOING BUSINESS 
IN WILMINGTON, N. C. 


(a) During the period of World War II, the Southern Box & Lumber Co., a 
North Carolina corporation operating in Wilmington, was engaged over a period 
of years in the manufacture and processing of plywoods and generally for the 
finishing and furnishing of vessels engaged in war activities. 

(b) Broadfoot Iron Works and Wilmington Iron Works, two corporations 
operating in Wilmington, were also, during the period of the Second World War, 
engaged in performing contracts for the Navy and maritime activities respecting 
essential articles of equipment and machinery, manufacture and repair thereof. 

(ec) During said period, Ethyl-Dow Chemical Co. operated a chemical plant 
for processing bromine and other chemicals, for use in war and defense activities, 
and kept constantly employed several hundred persons in the prosecution of such 
work, which plant is retained on a stand-by basis and could be promptly put into 
operation to again supply chemicals for ammunition and other war purposes. 


MILITARY ACTIVITIES AND TRAINING FACILITIES 


(a) During World War II, the United States acquired near the boundaries of 
the city of Wilmington a large area of several hundred acres and established 
thereon an airfield known as Bluethenthal Airfield, with three runways of approxi- 
mately 7,000 feet in length, including all structures and other essential activities 
and facilities for training the Air Force. During the operation of this airfield, 
a large number of pilots and several thousand in the Ground Forces were stationed 
at this field and received their training. 
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(b) At and near Fort Fisher in New Hanover County, approximately 18 miles 
from the city, the Government acquired and provided facilities for the training 
of additional military forces, consisting of approximately eight divisions of troops 
ranging from 15,000 upward. 

(c) Approximately 30 miles from Wilmington, the Government acquired a 
large area in Pender and Onslow Counties, and established Camp Davis thereon. 
From May 1941 to the end of World War II, this camp was kept in constant 
operation for the training of thousands of troops. At its peak this camp was 
training approximately 40,000 men, including a WAC camp in Wilmington. 

The foregoing-mentioned military activities are in addition to the establish- 
ment and operation of Camp Lejeune, 50 miles north of Wilmington, where 
many thousands of marines were trained during World War II. Because of 
these installations, thousands of military personnel resided in Wilmington or 
visited here and required housing and entertainment facilities. 


PORTS AND SHIPBUILDING 


(a) During World War II, there was substantial acceleration in port activities 
serving the war effort. Since the war the State of North Carolina has determined 
to greatly expand, improve, and enlarge port activities at Wilmington and is 
now engaged in expending at least $5,000,000 for said purpose. This will have 
the effect of greatly increasing the availability of all facilities necessary for ships 
and shipping and will be available to the Government for any use that may be 
required during the current emergency, including the loading and embarkation 
of troops. 

(6) For a number of years, Wilmington has been the center of the distribution 
of various petroleum products, particularly fuel oil, kerosene, and gasoline, and 
receives and distributes more petroleum products than any terminal operation 
port on the Atlantic coast. This distribution is approximately equally divided 
between rail tank car distribution and highway tank truck distribution. The 
present quantity of gasoline and kerosene distributed from the port of Wilmington 
by rail and motortruck will exceed 100,000,000 gallons per month. 

(c) Beginning in February 1941 the Maritime Commission acquired a site on 
the Cape Fear River at Wilmington for the construction of cargo vessels required 
during World War II, and expended on site and construction facilities in excess 
of $16,000,000. During World War II, the Maritime Commission caused to be 
constructed at said yard, approximately 300 vessels, all of the capacity of 10,000 
tons or more; and the said shipyard was so efficiently operated that it was able, 
during the peak period of construction to launch ships at the rate of one ship each 
2.8 days. During said period, employment at this shipyard exceeded 22,000 em- 
ployees, the majority of said employees were housed in Wilmington and the im- 
mediate vicinity by local residents and in housing constructed by Public Housing 
Administration, The quantity of such Government housing was referred to in 
our original statement. This yard and all of its ways and structural facilities, 
including certain equipment such as cranes, etc., have been retained by the Gov- 
ernment, and held on a stand-by basis, and is available for reactivation at any 
time desired by the appropriate Government agency. 

The foregoing is intended to enumerate only the major activities during World 
War II as it does not seem desirable to detail a number of lesser activities occurring 
during said period. 


The Cuarrman. Call the next witness, Mr. Clerk. 


STATEMENT OF MAYOR EUGENE SWARTZ OF THE CITY OF GARY, 
IND. 


Mr. Swartz. I am Mayor Eugene Swartz of the city of Gary, 
Ind., testifying on behalf of the American Municipal Association. 
Gary, Ind., is a city of approximately 135,000 people. It has, I 
should say, about 25,000 people in its immediate environs, and is a 
part of what is known as the Calumet industrial region of the State 
of Indiana, a. area taking in about 400,000 people and representing 
some of the largest installations of steel and oil and heavy industry 
to be found in any comparable community in the United States. 
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In this particular area I should like to point out that the problem 
of defense installations there is not so much the bringing in of new 
industries which are there for a time but rather the expansion of 
existing facilities to meet the increasing demands that are placed 
upon them. We had that at the beginning of the last war. We 
are faced with it again. 

The city of Gary, Ind., has a rather complex make-up. About 70 
percent of its population is white and about 30 percent of it is Negro. 
We have, I would say, the largest percentage of Negro population of 
any city north of the Mason and Dixon’s line. 

Owing, of course, to the fact that housing for Negro residents is 
certainly not available to them in the quantities that it is available 
to the white residents, and the choice of places is not nearly so nu- 
merous nor as good, it aggravates the problem insofar as housing is 
concerned. 

With the increased demands that the country has placed upon the 
steel industry the productive facilities of the area are being rapidly 
expanded. In Gary alone in the incoming year there will be at least 
$50,000,000 spent for increased plant capacity. This increased ca- 
pacity is going to bring a demand for further manpower in the area. 
The manpower that comes in, frankly, since it is heavy industry, 
much of it is in the unskilled classes and is not always the most desir- 
able type of citizen that you want to have. 

We have found, too, that the problems that come to a city because 
of the defense programs and the impact of the situation results not 
only in immediate problems, which I know concern you most, but, 
frankly, leave you with a group of residual problems which to us have 
been somewhat more distressing than the problems that came about 
through the immediate bringing in of the war workers. 

For one thing, the workers, after they once arrive there, do not 
readily depart from the area following the close of hostilities. 

To begin with, Gary and other steel-producing centers have been 
called upon to keep up their production right around 100 percent of 
rated capacity, and frequently exceeding that. 

In 1940 in the census our city had a population of 111,000. The 1950 
census showed that we had experienced a gain of 24,000 people, and 
we are up to 135,000. 

Now, the problem that came about in relation to housing was a 
particularly acute one. We have never had an oversupply of housing 
in our area, so when we began to get the influx of workers we had to 
commandeer things like storerooms and facilities that you would not 
ordinarily consider to be living quarters. 

For instance, I saw one storeroom that was divided off, and they 
had 65 cots in the thing. The men that used that worked in the mills. 
Some of them were Mexican immigrants and people of that particular 
character. I am not attempting to cast any aspersions on the Mexican 
people in that statement, but we did not have a particularly high class 
of labor that came in there. They would go to work, and their beds 
would be immediately taken over by the men returning from the 
previous shift. 

Mr. McDonoveu. How long did that condition last? 

Mr. Swartz. That condition existed, I should say, for 5 or 6 years. 

Mr. McDonoveu. As long as that? 

Mr. Swartz. Yes, sir. 

78408—51——14 
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Mr. McDonoveu. A man out of one place in the morning and 
another one in it? 

Mr. Swartz. Another one back into it; yes, sir. 

The Carnegie-Illinois Steel Corp., incidentally, which I think has the 
biggest single integrated steel plant in the world, is located there in 
Gary, and to alleviate the situation they acquired a number of Pullman 
cars and placed them out in the mill yards. The men lived in these 
antedated Pullmans that they acquired from the railroads. Of course, 
you know what the situation was on the railroads. They needed 
every car they could get, so what they gave them was none too 
desirable. 

Mr. McDonovueu. Was there any interest on the part of private 
enterprise to build housing accommodations near the plant for these 
men? 

Mr. Swarrz. Private industry did attempt to do that to a certain 
degree, but the principal reason that they did not attempt to supply 
it was that the rates of pay certainly would not justify ther entals that 
they had to get, when it came to construction costs. Likewise, 
materials were very much restricted, and it was just not possible during 
the war years to do very much in the way of building. 

During the years of 1943 to 1946 we issued 1,370 building permits. 
Following the close of the war, when we could begin to build a little 
more, yes, building did pick up. That has been one of the busiest 
areas in the Chicago region insofar as building is concerned. 

In the years 1947 to 1950 we issued 5,210 building permits. I 
might point out that quite a number of those were under the FHA 
section 608 program. Even in that particular field we did not find 
that it has made much of a dent in our housing problem, particularly 
insofar as the rental housing is concerned. 

Mr. McDonovueu. Do you mean to say that there are men living 
in these store buildings yet? 

Mr. Swarrz. Even now there are some living there. 

Mr. McDonovenu. Do you not have sanitary laws in that city 
that require better accommodations than that? 

Mr. Swartz. We certainly do, and we attempt to enforce them, 
but you cannot throw them out on the streets. 

We had a housing survey made last summer in connection with an 
application for 500 units in the public-housing program, in the low- 
income program. We already have had in operation 700 units which, 
frankly, have worked out in a very satisfactory manner. They have 
contributed payments in lieu of taxes that were at least equal to those 
paid by private housing. 

We do not feel that they have placed any particular burden on the 
existing facilities of the city, because they were all residents in the 
first place, and we would have been compelled to furnish them schools 
and sewage and so on, police protection, regardless of whether they 
were housed there or otherwise. The taxes that were paid, or the 
payments made in lieu of taxes, were made to all the governmental 
units, including the schools and the civil city. 

A laborer in the mills today can make, if he works 6 days a week 
and gets time and a half for the 6th day, maybe $3,800 a year, working 
52 weeks a year. Most of the surveys I have seen recently have said 
that he should not be paying more than about 21 percent of his income 
for housing and shelter, including his utilities and heat. 





DEFENSE HOUSING AND COMMUNITY FACILITIES 205 


The CuatrrMan. Why is it that more housing has not been built 
there, if there is such a need for it? Why has not private industry 
supplied that great need? 

Mr. Swartz. Private industry has added to our housing supply 
but; frankly, the prices at which the housing is offered do not reach 
down to the group that actually need the housing. 

The CuairMaAN. Do you think that private industry now, if you 
stimulated it by FHA loans, would supply that need? 

Mr. Swartz. My candid opinion is that private industry cannot 
supply it in our area, on a $9,000 top. 

The CHatrMAN. The Government would not go out and build 
housing unless there were an installation of the Government there. 
I do not know how you would get any housing. 

Mr. Swartz. Frankly, I do not hold too much hope for your title 
IX section in our particular area. I do not see that it is going to give 
us a great deal of aid. At a $9,000 top you cannot construct a home 
in that area that will even house a family. We recently found that 
the average cost of a 4-room home there was $10,500, and the rental 
units they were building under the FHA section 608 program are 
being offered at a minimum of $75 a month for a 4-room apartment. 
For 45 and 5 rooms it is $90. Anything above that runs up anywhere 
from $115 to $125. I think patently that those price ranges are out 
of reach of the man who is making $65 a week in a plant. He cannot 
afford to pay that kind of rent. 

I would like to point out, also, what the situation was in relation 
to the schools. Frankly, during the war years we did not get the 
full impact of the influx of defense workers. In 1940 the schools 
were overcrowded. We had a school population of 20,400 pupils. 

During the years 1940 to 1945 our school population actually 
decreased. It went down about 500 students, dropped down to 
19,900. That can be attributed to two things, as I see it. First, 
you had large numbers of your younger men away in the Army, the 
men who would ordinarily be the family producers, you might say. 
But if it had not been for the fact that you had a lot of defense workers 
coming in, your drop would have been a lot more severe than that. 

Immediately following the return of these men from the Armed 
Forces the enrollment began to go up. We have in 1950 an enroll- 
ment which had gone up 2,500 pupils from the low point of 1945. 
Now, in the years ahead is when we are really going to get the full 
blow of this thing. We have projected our school enrollments on the 
basis of the birth records. We now have 22,400 as of September 
1950. The projects are: September 1951, 23,600; 1952, 25,000; 
1953, 26,500; and in 1954, 28,300 pupils. 

The CuHarrmMan. There are no new installations that have been 
established in Gary, as I understand it? 

Mr. Swartz. There are no new installations, Mr. Spence. 

The CuHarrMan. It is just an increase in the present facilities by 
reason of the defense effort which has created this condition? 

Mr. Swartz. That is right. In addition to that, however, we had 
a $7,000,000 plant built there this last year by the Budd Co. which is 
just being placed into operation now, which will employ 1,500 men. 

We had an armor-plate plant that was built by the Government in 
the last war, and which never passed the stage of pilot operations 
before the war was over. That is on a stand-by basis, and it is my 
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understanding that is about to be placed in operation. That will 
immediately call for a minimum of 3,500 to 4,000 additional men. 

The National Tube Co. for the past 2 years has been on practically 
a shut-down basis while they have been integrating their plant with 
new machinery and part with defense facilities that were acquired 
from other defense installations. That is about to go into full-scale 
production on pipe and tubing. 

The CHAtRMAN. These big plants contain ordinary facilities. They 
have their own fire departments and police their own plants? 

Mr. Swartz. They do. 

The CuarrmMan. They take care of their men, as to first aid, hos- 
pitalization, and all of that, do they not? 

Mr. Swartz. They do, except that insofar as hospitalization is 
concerned they do not. The hospital facilities of the city have to 
take care of all that. Some time ago they decided that they could 
not be burdened with hospitalization. They do provide doctors for 
first aid and so on, but the hospital facilities of the city have to take 
care of the men. 

The CuarrmMan. They do that by private contract with the city? 

Mr. Swartz. No. We do not have any city-owned hospitals in 
our area, but they do contract with the privately owned hospitals. 

The CuarrMAN. Have you concluded your statement? 

Mr. Swartz. Yes, sir. 

The CHarrMAN. Are there any questions? 

We are glad to have your views on the subject. You can be sure 
that we will consider them and give such assistance as we can to the 
municipalities that need assistance. 

Mr. Deane. Mr. Chairman, may I inquire if the mayors’ organiza- 
tion is going to file for the record and review or brief of housing needs 
throughout the country as conceived by this bill? 

The CHarrmMan. The plants will be established in the future, is 
that not true? 

Mr. Swartz. We cannot at this particular time point out all the 
needs, Mr. Deane. We know what our immediate needs are, but 
no one knows what may be established at any particular point. We 
only know that with additional installations the problem is going to 
be greatly aggravated. 

As I said before, we are still experiencing the residual problems from 
World War II, and with any additional installations you are going 
to have practically an intolerable situation unless something is done 
about it. 

Mr. Deane. Thank you, Mr. Chairman. 

The CuarrMAN. You may stand aside, Mr. Mayor. The clerk will 
call the next witness. 


STATEMENT OF C, A. HARRELL, CITY MANAGER, NORFOLK, VA. 


Mr. Harrety. Mr. Chairman, this is C. A. Harrell, the city manager 
of Norfolk, Va., which is the home base of the Fifth Naval District. 

Let me say in starting that the relationship between the office of the 
city manager and that of Admiral Davis, the commandant of the 
Fifth Naval District and Admiral Fleckter, commander of the Atlantic 
Fleet, is of the most cordial, so anything said here is no reflection what- 
soever upon our relations as they exist with the Navy. 
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In order that I may be very brief, with your permission I want to 
stick closely to a written statement which I have here. 

During World War II, cities in key defense areas were called upon 
to expand greatly their facilities and services in order to serve abnor- 
mally increased populations. At the present time, we are faced once 
again with the necessity of gearing our municipal services and facilities 
to unforeseen levels in order to meet defense requirements. 

As you well know, cities everywhere had to postpone many needed 
construction projects during the war years. After the war, we set out 
to rectify these conditions and to a large extent we have done so. The 
principal obstacle which kept us from being even more successful was 
the rapid increase in the cost of living. We find ourselves, therefore, 
still struggling with yesterday’s construction needs at the very time 
that bold, aggressive action is needed to meet today’s crisis. 

By 1951, the runaway cost of living and the coincident decline in 
dollar purchasing power had caused cities to raise their budgets to the 
highest level in history—not for expensive undertakings, but simply 
to pay for normal municipal operations. The rather painful process 
of increasing our budgets to such heights was accomplished for the 
most part by utilizing the same restricted revenue sources that have 
been relied upon for many years. The inability on the part of cities 
to broaden their revenue base to realistic proportions has made the 
postwar adjustment especially difficult. 

So we find cities at the present time striving desperately to continue 
to give a reasonable level of services to their existing populations. 
In view of current conditions, they are having a hard time achieving 
even this basic goal. Sudden abnormal increase in population, 
whether military or civilian, would find cities totally unable to cope 
with many aspects of the problem unless substantial aid were to be 
received from higher levels of Government. 

In some cases, the financial difficulties now being encountered by 
cities have been furthered by failure of the Federal Government to 
make provision for payments in lieu of taxes on federally owned 
property within municipal corporate limits. The city I represent is 
a good example of this. The huge military establishment in Norfolk 
occupies one-fifth of the city’s total land area—land area of excellent 
industrial potential. Yet, no payment in lieu of taxes is received and 
the city suffers accordingly. 

Let me further illustrate that point by saying that the city of 
Richmond, Va., is about the same size as the city of Norfolk with a 
population slightly larger, about 10,000 more, and yet their assessed 
value today is $425,000,000, while the assessed value in the city of 
Norfolk, Va., is $220,000,000. Now, I will grant you that Richmond 
is certainly more of an industrial city than Norfolk, but a large part 
of that discrepancy is due to the fact that a part of the area in and 
around Norfolk is taken up by Army and Navy installations which, 
of course, pay no taxes on the property involved. 

Where the defense effort brings about large increases of population, 
there will be a vital need for additional housing and supporting serv- 
ices. Housing is still inadequate in many cities. Yet, where new 
populations engulf municipalities, homes will have to be made avail- 
able. The problem of housing has already been discussed and I will 
not repeat any of the facts that have been given. I do want to say, 
however, that housing needs are critical in many areas and that far- 
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reaching action must be forthcoming if we are to do our part in the 
defense effort. 

One of the first community facility problems that would face cities 
in defense areas would be the absolute necessity for providing adequate 
school facilities for the increased population. All of you gentlemen 
are familiar with the struggle of the cities to cope with the school 
problem since the end of World War II. Because of its magnitude, 
however, the critical conditions still have not been satisfactorily met, 
Large numbers of additional school children brought suddenly into 
cities would seriously aggravate the existing problem. 

In Norfolk, we have appropriated more than $6,000,000 for school 
construction during the past 5 years and a program has been approved 
by the city council for an additional expenditure of approximately 
$11,000,000 during the next 4 years. Meanwhile construction costs 
have greatly increased. As an illustration of that we have received 
bids recently on a school which we expected to cost $625,000, and the 
bid price is $900,000 for that school without any facilities, and that 
1 school building, a 22-room building, is going to cost us in the neigh- 
borhood of $1,200,000 with facilities, against the estimate on that made 
last year. 

Yet, notwithstanding our efforts to cope with the situation, we still 
have 70 classes being operated on a part-time or shift basis because 
we simply do not have sufficient facilities. Federal payments are 
already received for children who live on the military reservation and 
who attend city schools. These payments, I understand, are just 
under $40,000. 

Mr. Deane. Before you leave that particular point, Mr. Harrell, I 
am sure you are familiar with Public Law 815 and Public Law 874 
which were passed during the last session of Congress. I was wonder- 
ing to what extent you are taking advantage of that legislation, be- 
cause so far as your own schools are concerned they are involved in 
view of the impact of the military program. 

Mr. Harrewu. We figure, Mr. Deane, that for construction purposes 
we will get somewhere between $750,000 and $800,000, and that for 
operational purposes we will get something in the neighborhood of 
$200,000, against which must be credited the $40,000 that I mentioned, 
so that, perhaps, we will gain to the extent of $150,000 in operation, 
and somewhere between $750,000 and $800,000 in construction cost. 

This payment, however, covers only operating costs, and in no way 
helps us solve the problem of school construction. Defense areas 
should be allowed to continue their plans for school construction, and, 
where necessary, Federal funds should be made available to help solve 
the problem. 

Various other facilities and services will also have to be expanded and 
expanded swiftly. New streets and sewers will have to be provided 
and maintained; fire and police protection will have to be enlarged; 
water facilities will have to be expanded in many cases; health services 
will have to be enlarged upon, and the familiar problem of recreational 
facilities and day-care centers will once again have to be squarely 
faced. 

Please be assured, gentlemen, that we do not want to be handed 
lump-sum Federal grants to be used to further our own selfish purposes. 
Municipal officials are just as aware—and as fearful—of the conse- 
quences of unbridled Federal spending as you are. From our stand- 
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point, however, we simply will not be able to handle all aspects of the 
problem created by abnormal civilian or military populations without 
some kind of realistic assistance from the Federal Government. 

I will say categorically that most cities have not been sitting idly 
by waiting for hand-outs from the Federal Government before they 
try to solve their own problems. I have already mentioned what we 
are trying to do with the school situation, and I would like to give 
several other examples. 

We had a pretty sad experience in Norfolk during the last war in 
that we were unable to provide enough recreational facilities for the 
large military and civilian populations. So, immediately following 
the war, we embarked on a long-range recreation capital improvements 
program. ‘The program calls for an expenditure of $100,000 every year 
for 21 years. In the past 5 years, we have been developing what I 
consider to be an excellent recreation program for a city of Norfolk’s 
size. Within the past 2 weeks, however, we have had approximately 
40,000 Navy men on liberty at one time in the Norfolk area—men try- 
ing to find some pleasant diversion during their off-duty hours. Our 
recreation program, good though it is, cannot at the present time meet 
the need. ‘The impact of the defense effort has thus already been felt. 

Let me say to you, gentlemen, that if you take a city of approxi- 
mately 200,000 population which, of course, Norfolk is, and with the 
population of Norfolk County with Portsmouth across the river with 
90,000 population, and you turn loose 40,000 men on a week end in 
that area that it presents a problem of no mean size. It is a problem 
in addition to that of wholesome recreation, and it presents to us 
on our East Main Street area a problem in dealing with our grills 
and taverns, and it presents a police problem which is, as you might 
say on the street, out of this world almost. Let me say to you too 
that the Navy cooperates with us 100 percent in its shore patrol 
work, and that the relationship between us is excellent, but even 
with that these facilities that we have that are frequented by the 
servicemen are something that we do not like to have in our city 
particularly. We try to control them. We just this last week 
appointed an over-all committee to take this problem up to establish 
some type of good recreational program which will take these men 
out of the streets, but when you get 40,000 men out on a week end in a 
city of our size it presents a problem of no mean character. 

Another example of our struggle to solve our own problems is 
the $13,000,000 water expansion program which is now going on. 
A sharp increase in military consumption, however, would probably 
find us hard put to meet water demands. This assumption takes on 
new meaning when it is realized that the Military Establishment 
accounted for more than 35 percent of our total water consumption 
during World War II. 

Let me say to you right there, gentlemen, that the city of Norfolk 
is the water-supplying facility for all of the area lying north and east 
of the Elizabeth River, which means not only Norfolk itself, but the 
installations at Little Creek and these large naval airport installations 
which are now going in there, and even Virginia Beach itself, and that 
whole area gets its water supply from the city of Norfolk, which means 
that the city of Norfolk has to be in a position to supply an adequate 
amount of water, and as I have said we are now engaged in an expan- 
sion program which will give us about 55,000,000 gallons a day. 





210 DEFENSE HOUSING AND COMMUNITY FACILITIES 


If another war comes and the consumption is stepped up the way it 
was proportionately, it will mean that we will be called upon to spend 
additional millions of dollars to meet this need. We think we are safe 
now, but we cannot tell. 

For a final example, let us take gargage collection and disposal. 
To take care of Norfolk’s needs for the coming year, we have esti- 
mated that garbage collection will cost us about $36,000 more than 
in the current year. But if our population were to jump, say, by 
75,000 people, the increased cost would amount to $154,000, and 
that is not out of the question because during the last war the popula- 
tion in Norfolk went up to 300,000, and it is now 200,000. So it is 
possible it can go back again to that figure. This same relative picture 
would apply to almost all of the normal municipal services. 

Cities housing large military establishments have found that a large 
part of the population which springs up is predominantly transient in 
nature. Assuch, the military population cannot be counted on to bear 
a proportionate share of the municipal tax burden. In many ways, 
the presence of a military establishment helps the city by increasing 
trade. Yet, very little of the additional money brought in finds its 
way to the city treasury. I make this statement on behalf of all 
cities which are confronted with this situation. All of us recognize 
the importance of the military in our community life and we certainly 
want our pleasant relationship to continue. In the over-all, it is a 
distinct advantage to the community to be host to such organizations. 
The point that 1 do want to make, however, is that certain problems 
inevitably arise which are peculiar to cities having such establishments 
in their midst. 

The statements which have been made cover only a few of the prob- 
lems created by sudden increases of our population—problems which 
to some degree have already become reality. Substantial increases in 
military personnel and civilian workers in Norfolk have already shown 
us very forcefully that some of our existing facilities are inadequate. 

The bill now under consideration seems to be a reasonably sound 
approach to the problem. The bill is especially sound in that it pro- 
vides for the construction and operation of community facilities by 
local agencies wherever possible. 

Let me say that it may be true that if we could have the taxing 
power that cities ought to have and could tax properties we ought to 
be able to tax that I, for one, think we could get away entirely from 
aid from the State or Federal Government. Iam enough of a south- 
erner to believe that. However, I am practical enough to know that 
it will never come, but I certainly wish it could come. We, for in- 
stance, are taxed now for our water facilities which are in the city of 
Norfolk and Norfolk County and the other counties where we have 
water facilities, requiring us to pay taxes on those water facilities, and 
if the day ever comes when we can reasonably tax other installations 
located within our area perhaps some of this problem can be met. 

By calling on local agencies to handle the various programs pro- 
vided under this bill, the Federal Government will be assured that the 
maximum value will be received for every dollar spent, and at the same 
time the localities will have greater assurance that these programs will 
be integrated with established plans for community development. 

In conclusion, I want to say that municipal officials are fully aware 
of the sacrifices which they must make to further the defense effort. 
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We appreciate the enormity of the problem and we are eager to help 
in every possible way. 

Mr. Bucwanan. Thank you, Mr. Harrell. Are there any ques- 
tions? 

Mr. Deane. Mr. Chairman. 

Mr. Bucuanan. Mr. Deane. 

Mr. Deane. Mr. Chairman, may I make this observation, that I 
have heard cag 9 a gentleman who was before our committee 
here a year ago, Mr. LeRoy Cox, executive secretary of the Housing 
Authority in Norfolk, of the excellent work being done by Mr. Harrell, 
and I for one am sure the committee appreciates very much the 
splendid statement that he has made. 

The thought that I would like to briefly develop, Mr. Harrell, is 
this: In view of the demands of Rotary, Lions, Civitan, Kiwanis, 
and other types of service clubs, parent-teacher associations, and 
civic groups of all kinds, in asking for more and more services during 
the past 20 years, if you gentlemen representing comparable cities, 
are in & position to give some estimate in percentage of the increases 
in local community facilities? 

Mr. Harreu. May I say, leading up to your question, that I have 
religiously kept out of criticizing Federal and State Governments for 
what they do because I have seen some people who, in generalities, 
talked about the increased cost of government and the need of keeping 
the cost down, and then when you go to cut them any they begin to 
yell like a stuck pig. I had it in Schenectady when I was city manager 
up there, and I have it in Norfolk. In one city I had a newspaper 
which was talking for a decrease in the cost of government, and in 
another editorial they were talking for an increase in the garbage 
collections which would have cost an additional $100,000. I would 
say that perhaps 25 or 30 percent of the increased cost of government 
over the last 2 years has been due to the demands which were made 
for specific improvements by some people while out of the otber side 
of their mouths those same people are talking about wanting economy 
in government. For instance, I attended two meetings last week in 
which the speakers there berated the Federal and State Governments 
for their expenditures, and then they went on to say we have to have 
this improvement made in the Hampton Roads area. Although I am 
for that, I hope I am fair enough to keep my mouth shut when it 
comes to criticizing others in that way. I think 25 or 30 percent of 
the increased cost has come from that particular type of activity. 

Mr. Deane. I appreciate that statement very much, Mr. Harrell, 
because it is certainly characteristic of my own town, which is a small 
town of 15,000 soa 

I, for one, am for strict economy on the Federal level, but I am 
glad to have an intelligent witness tell this committee of the House 
of Representatives that the increased cost of government is not 
altogether due to the bureaucrats in Washington. If the people back 
home would ask for less services we could make perhaps a little better 
progress at the Federal level because every time local and State gov- 
ernments demand increased services there is a direct impact on the 
Federal Government; is not that true? 

Mr. Harrewu. That is correct, sir. 
Mr. Deane, Thank you. 
Mr. Bucuanan. Mr. McKinnon. 
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Mr. McKinnon. Coming from the city of San Diego, I can appreci- 
ate the problems you are facing, Mr. Harrell. I would just like to 
develop a little bit one of the facts that you brought up about payrolls 
a moment ago, and about the fact that they say if you did not have 
the Navy you would not have the payroll there and, therefore, you 
ought to be satisfied with the congestion because you get the benefit 
of the payrolls. Is it not true that in the city of Richmond they also 
have payrolls that they get from industry, and likewise, they have a 
tax base from industries to help them pay the expenses of the com- 
munity? 

Mr. Harreti. The Navy payrolls in the Navy are in the neighbor- 
hood of about $80,000,000 a month. That, of course, is a lot of money. 
However, some of that money is sent home. The people who are 
stationed there send much of their money back to their families. 
In addition, that whole area which they occupy, which is about 
20 percent of the area, is taken off the assessment rolls and we do not 
tax the property. Let me say this to you, gentlemen, the residential 
properties do not carry this tax load in any city government. If you 
could put up these $100,000 homes close enough together it might 
do it, but by and large it takes commercial and industrial properties 
to carry the tax load of government. All of this Navy property is 
water-front property and is valuable property and, of course, we 
cannot get to it for industrial purposes, and, therefore, we lose the 
tax on that property that we would otherwise get. We get the 
Navy payroll, but we would have a payroll from the people who are 
working there in that industrial property if we had it there. 

It also leads to another thing which I say guardedly, and it may 
be that I should not say it at all, but we had a similar situation in 
Schenectady. The General Electric Co. had its big plant there 
employing 45,000 people, but its offices with the directing head were 
in New York. We have splendid relations with the present com- 
mandant of the Navy in Norfolk, Admiral Davis, and we had with 
the former commandant, Admiral Ainsworth, but operations there 
are directed from Washington, and the net result in the Navy is— 
and I perhaps would not like for the press to carry this—that you 
lose the drive of community ownership by people who live there and 
who have their plants there and who, therefore, put their brains and 
effort into the industry as well as to the industrial properties which 
they have there. 

Now, let me contrast that with another little city in which I was 
city manager, the city of Binghamton, and assistant manager in 
Cincinnati. In both of those cities the industrial properties are largely 
home owned and it meant that a plant employing 2,000 or 500 people 
was making its contributions to the community without going some 
place else to see what should be done. When you come to the Navy, 
when you have these large installations, such as the one in Norfolk, 
there could not be a finer man than the present commandant, Admiral 
Davis, but the fact is he works for the Navy and he does not control 
completely the policies of the Navy. 

We have recently put a 2-cent tax on cigarettes and the question 
arose whether the stores on the naval base shall be compelled to pay 
that tax. We think legally that they should, that there is enough 
Federal law to justify it, “and yet I suspect that the local naval officials 
will have to get an answer to that problem from the policy of the 
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Navy Department and, of course, they will have that problem all over 
the country. 

Mr. McKinnon. We have a State sales tax in California. We have 
not had any success with the State sales tax in Government posts 
and exchanges. The payroll which you get does not quite reimburse 
you for the outlay for schools, sewers, and so forth, does it? 

Mr. Harre tu. No, it does not. 

Mr. McKinnon. In your community feuilitees, did they include 
facilities of the FOA during the past 6 or 8 years? 

Mr. Harre.u. Yes, sir. 

Mr. McKinnon. You know, in this bill there is no reference as to 
where community facilities operations will be channeled, and there is 
quite a diversified viewpoint in the executive departments as to 
whether it should go to the Federal Security Administration or into 
the Housing Section under the Community Facilities Division. In 
the operations in the past your contact with the Community Facili- 
ties Division has been pretty good? 

Mr. Harre.t. Yes, sir, that is right. I do not care to make a 
statement as to where it ought to go, as I think that is for the Federal 
Government to settle. In the past our relationship there has been 
very fine, and as a matter of fact we are engaged in a slum-clearance 
program there which runs about $60,000,000, and our relationship 
with them could not be better. 

Mr. McKinnon. Have you been able prior to the passage of these 
two educational bills, reilly able to get any financial assistance from 
the Navy for all of the children that come into the schools from the 
Military Establishment or from naval housing? 

Mr. Harrewu. There is a large installation there called Ben 
Morell. I think he was an admiral before my day, and it was 
named after him. There are about 2,500 or 3,000 units there and for 
several years they had made payments to the State for educational 
facilities. Then a ruling came out from Washington that they could 
not do that. The local people and the commandant felt that was not 
right, and he carried the ball on the thing and we are now getting it, 
but at the same time we were getting it for our recreational facilities, 
and that was cut, they said, “You cannot do it.’”’ So, he developed a 
plan for voluntary contribution from the people who live within the 
area, a contribution which is collected each month, and turned over 
to us for the carrying on of the recreational facilities, but that again 
illustrates the point I am making although we might get a decision 
that is favorable to us down there it may not hold as it goes up the line. 

Mr. McKinnon. You mean that while the local commandant may — 
make a decision recognizing a need in a local community, at the same 
= he can be overruled from above, and you are left hanging in 
the air? 

Mr. Harre ut. Yes, sir, or else come up here and fight it out, and 
we do not want to do that. 

Mr. Bucuanan. Mr. Widnall. 

Mr. Wipnatt. Mr. Harrell, I, too, want to compliment you on an 
excellent statement. I think you have performed a great service in 
making the study you have presented. If I understood correctly— 
one thing you said was that at the peak in World War II you had a 
population of around 300,000 in Norfolk, and it is now down to around 
200,000? 
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Mr. Harre.u. That is correct, sir. 

Mr. Wipnauu. What has happened to the housing that took care 
of that other 100,000 people during World War II? 

Mr. Harrewu. That is still there. Part of the housing was located 
out in the county, and it seems to me that we are just as bad off in 
housing as we were then. I think what has happened is that people 
that doubled up, or people who lived with relatives or moved in with 
other people are now going back to houses. The day I left, yesterday, 
one of the men in my department handed me a paper and said, “Take 
this along with you as an illustration of the situation.”” I said, I am 
going to give facts, not sob stories. It was a picture of a wife and two 
kids who had been in Norfolk for 3 weeks looking for a place in which 
to live. They were living in a hotel room because they could not 
find a place because children were not wanted, and this was the picture 
that the Travelers’ Aid had gotten out, you know that type, trying to 
get them a place to live in. ‘Take my own particular case, I have been 
living there for 4 years. I came down to Norfolk from Schenectady in 
1946, and, incidentally, Norfolk is my home town, and I have not yet 
found a satisfactory place in which to live. I suppose, as city manager, 
I could pay for some of the things that they have, but I just will not 
pay the price. In my position they try to sell me a $40,000 or $50,000 
house, and do not get down to what I feel I can afford to pay. Those 
houses are just not available. 

Mr. Wipnatu. Do you have any survey at all under way at the 
present time of the housing situation? 

Mr. Harre uu. I talked to Mr. Cox before I came up here. I did 
not come here prepared to talk about housing, particularly. He said 
that in one of their communities that they had to take the top limit 
off because the demand is so great to move those people. Another one 
at Riverdale just outside of the city limits established by the Federal 
Government, and which was practically empty 2 years ago is gradually 
filling up again. If the committee wants definite figures on theNorfolk 
housing situation I shall be glad to get them for you. 

Mr. Bucuanan. Would you care to have them? 

Mr. Wripnaut. Yes; I think it would be helpful if we received those 
figures. 

Mr. Harre tt. I shall be glad to get them for you. 

Mr. Wipnatu. Do you have any multiple housing developments 
contemplated by private industry in connection with war plants in 
that specific area that would help to alleviate the situation? 

Mr. Harreuu. As a matter of fact, the morning I left I had a letter 
from a development concern that wants to build several hundred of 
them outside of the city limits. The reason it came to my knowledge 
is because they wanted to know if we could give them water. 

Our biggest trouble there, and in saying this I know that the real 
estate people may take exception to this, is that you can get a house at 
$90 a month, or $110 a month, or I mean apartments furnished for 
that price, but we have a very large number of, they do not call them 
noncoms in the Navy, they call them noncommissioned officers, who 
want to bring in their families, and who ought to pay from $40 to $60 
a month for a place in which to live, and it is very difficult to find 
a place of that kind. This Ben Moreell project that I talked about, 
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providing accommodations for some 2,500 families, for the most part, 
is made up of that class. 

Mr. Wipna.u. I understand as far as the recreational facilities are 
concerned, that despite the fact that you have been appropriating 
$100,000 a year for the last 5 years and the fact that the population has 
gone down from 300,000 to around 200,000 at this point you feel that 
there is going to be quite a need for further development in that 
respect? 

Mr. Harreuu. Yes; that is right. The $100,000 a year is for 
equipment and improvement. The current operational budget in that 
department is in the neighborhood of $450,000. We are spending 
$100,000 a year to increase the number of parks, playgrounds, and that 
type of things from the capital improvement point of view, but for 
maintenance and operation it is a larger amount. 

Mr. Deane. Will the gentleman yield? 

Mr. Wipnatt. Yes. 

Mr. Deane. On this question of housing, it is your feeling your 
need now is as acute as it was back during World War II and that so 
much of World War II housing was of a temporary nature? 

Mr. Harre.u. Yes, that is partly it, and partly that they did not 
have gas out there. They used these propane stoves for heating. It 
is certainly better than a lot of things that people live in, but it just 
was not the type of thing people wanted, and transportation was bad, 
and other facilities were not what they ought to be, and that is the 
reason they did not want to go out there and live. 

Mr. Deane.. That is all, thank you. 

Mr. Bucuanan. Are there any further questions? 

Mr. Berts. Yes, Mr. Chairman. 

Mr. BucHanan. Mr. Betts. 

Mr. Berrs. You mentioned this tax revenue discrepancy between a 
city like Norfolk and Richmond, is that correct? 

neg Harre.u. Yes, that is right. I was talking about the assessed 
value. 

Mr. Berts. And that is by reason of the fact that so much property 
is held or occupied by these military and naval installations? 

Mr. Harre uv. I do not want to say that is entirely true because 
Richmond has more industry in it than we have, I am sorry to say. 
We have been primarily a port town and a Navy town, and we have 
now a port authority, ioe to develop it more. We have not the 
big tobacco people that they have in Richmond. I do not want to 
leave the impression that if we did not have the Navy there that our 
assessed values would then be equal to Richmond’s, but I am saying 
that it is very definitely a fi ctor, to the extent of about 20 percent. 

Mr. Berts. I was just wo1 decing as a matter of interest. how long 
you would say that discrepancy has existed. 

Mr. Harretyi. The Navy moved in and began to take this property 
over just before the last World War. The Jamestown Exposition had 
this property back when you and I were boys. Then the first big 
naval base was established, I think, just before the First World War, 
and since then it has been growing constantly. 

Mr. Berts. So, that is nothing new that has just grown up. 

Mr. Harrewu. No, except it ties in with this problem but, Mr. 
Chairman, I do not want to tire you people out with our particular 
problems there in Norfolk. 
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Mr. Berrts. No, I do not want to take up too much time on it either. 

Mr. Harrevu. Our vacant area outside of that is only 17 percent, 
which is about half of what it ought to be in a city of that size which 
accentuates the property which we lose to this purpose, and it is just 
not there. 

Mr. Berrs. Thank you. 

Mr. BucHaNnan. Are there any further questions? The committee 
will stand adjourned until Monday morning at 10:30. 

(Thereupon, at 12:45 p. m., the committee adjourned until Monday, 
January 29, 1951, at 10:30 a. m.) 


SuBMITTED BY FEDERAL LEGISLATION COMMITTEE, NATIONAL SAVINGS AND 
Loan LEAGUE 


DEFENSE PROGRAM RESOLUTION 


Whereas the savings and loan associations have given unstintingly of their 
support in all of the periods of emergency which have faced our country during 
the past century and a quarter; and 

Whereas our Nation is faced with a serious threat to its future existence because 
of the lust for power by the autocratic communistic countries; and 

Whereas it is the desire of savings and loan associations to give every possible 
assistance in the present defense emergency: Therefore be it 

Resolved by the members of the Federal legislation committee of the National Savings 
and Loan League assembled in session January 30, 1951, in the Mayflower Hotel, 
Washington, D. C., That full support be given to legislative proposals of an 
emergency character to provide defense housing and community facilities in any 
area where such housing and facilities are essential to the defense effort as related 
to the protection of our national security: And be it further 

Resolved, That the Federal Government and the Congress be requested to make 
the fullest possible use of existing aids to private home production and finaneing, 
such as the GI loan program and FHA program before moving to provide addi- 
tional laws and provisions, and that, wherever possible, existing statutes be 
further amended if additional needs arise. 


VETERANS’ PREFERENCE RESOLUTION 


Whereas the savings and loan business was the first major segment of the finan- 
cial field to serve the veterans by making available in an extensive fashion the 
facilities of the GI loan program; and 

Whereas the National Savings and Loan League has consistently fought for, 
and supported, the widest possible use of, and authorizations for, the GI loan 
program, and has in its public statements and resolutions supported a preference 
for veterans in obtaining home financing and housing; and 

Whereas it is believed particularly desirable to assure veterans adequate housing 
in connection with the expansion of plant facilities for the defense production 
program: Therefore be it 

Pesolved by the federal legislation committee of the National Savings and Loan 
League, assembled in session January 30, 1951, in the Mayflower Hotel, Washington, 
D. C., That the appropriate committees of Congress be requested to include a 
satisfactory veterans’ preference clause in any defense housing legislation so that 
among the defense workers seeking homes in a defense area the veteran defense 
workers will have first choice. 





DEFENSE HOUSING AND COMMUNITY FACILITIES 


MONDAY, JANUARY 29, 1951 


House or REPRESENTATIVES, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., pursuant to its adjournment, 
the Honorable Brent Spence (chairman) presiding. 

Members present: Spence, Brown, Patman, Rains, Deane, O’Brien, 
McKinnon, Fugate, Kluczynski, Wolcott, Talle, Kilburn, Nicholson, 
and Betts. 

The CHarrMAN. The committee will be in order. Mr. Clerk, will 
you call the first witness? 

The Cuirerx. The first witness is Mr. John Williamson, the vice 
chairman of the national legislative committee of the Veterans of 
Foreign Wars. 

The CHarrMAN. You may proceed, Mr. Williamson. 


STATEMENT OF JOHN C. WILLIAMSON, VICE CHAIRMAN, 
NATIONAL LEGISLATIVE COMMITTEE, VETERANS OF FOREIGN 
WARS OF THE UNITED STATES 


Mr. Wixuiamson. Mr. Chairman, I have a very short statement 
that I would like to read. 

Mr. Chairman and members of the committee, I am grateful for 
this opportunity to express the views of the Veterans of Foreign Wars 
of the United States with respect to the defense-housing bill, H. R. 
1272. 

I would first like to state that our organization shares with the 
Housing and Home Finance Administration the concern that the 
inadequacy of housing in areas of increased military and defense 
activity will have the effect of reducing the levels of morale and 
production to the detriment of our national-defense effort. 

We are not sufficiently expert to assert that the devices set forth 
in this bill will bring about the desired result. We do know that the 
housing situation is especially critical in certain areas which in all 
likelihood will be classified as ‘“‘defense areas’”’ in the very near future. 
We are also aware that existing financing devices resulted in over 
1,400,000 housing starts in 1950. It is now proposed to start between 
800,000 and 850,000 dwelling units in 1951, although the production 
factors that accomplished the former are not being liberated fully 
enough, in our opinion, to accomplish the latter but smaller target. 

The answer is more housing in defense areas, and this housing in 
the lower- and moderate-price range. We are aware of the Adminis- 
trator’s statement that before the devices of H. R. 1272 are utilized, 
the October 12 credit curbs on conventional FHA and GI financing 
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will be removed or relaxed in certain defense areas on a selective 
basis. In other words, H. R. 1272 is stand-by legislation and will be 
resorted to only in instances where existing financing methods will not 
do the job. However, we all know that stand-by methods, by their 
very presence on the statute books, tend to become exclusive methods. 
That is why we urge that the committee employ language in the bill 
which leave no doubt that the existing financing methods, without 
credit restrictions except as to price range, be utilized in defense areas 
to bring about the desired objectives. 

Because the GI home-loan program has played so important a role 
in the acquisition of housing by over 2,250,000 veterans since the 
close of World War II, I would like to address myself to the feasibility 
of utilizing this program, to a larger extent than is now contemplated, 
in meeting the housing shortage in defense areas. 

In the ensuing years of our defense build-up, thousands of veterans 
employed in defense industries will be in the housing market as home 
purchasers. We feel that such veteran defense workers ought not to 
be denied the assistance of the GI home-loan program with its lower 
interest rate, gratuity payment, longer maturity period, and other 
laudable attributes of that program. The objective of additional 
housing for defense workers will still be served, and at the same time 
the veteran, now a defense worker, will share in a benefit which the 
Congress extended to him in 1944 and which benefit has been exercised 
by over 2,000,000 World War II veterans. 

Let me emphasize again that we are not proposing that the lid be 
taken off the GI home-loan program. We are in accord with the objec- 
tives which prompted the imposition of real-estate credit curbs and 
certainly concur in the need to reduce the volume of housing to 850,000 
starts during 1951. We propose only that in defense areas the veteran 
who is a defense worker have the right without restriction to obtain a 
home under the GI financing plan. 

I have therefore taken the liberty of drafting a proposed amend- 
ment to H. R. 1272, which would accomplish this objective. In behalf 
of the Veterans of Foreign Wars of the United States, I commend it 
to your sympathetic consideration. 

The CHARMAN. We are glad to have your views, Mr. Williamson, 
and those of the organization you represent. 

Are there any questions? 

Mr. Rarns. Yes. I would like to know what his amendment is. 

Mr. Wiuuramson. I am sorry. 

Mr. Rarns. I do not seem to have one of those statements. 

Mr. Wiuiiamson. It is on the third page of my statement. 

Mr. Brown. In the defense areas the veterans who are defense 
workers have the right without restriction to obtain a home under the 
GI financing plan? 

Mr. WruuiamMson. That is right. 

Mr. Brown. That is all you are asking for? 

Mr. Wruuramson. That is right. It is a new section 512: 

Notwithstanding any other provisions of this or any other act (including the 
Defense Production Act of 1950), except provisions of law enacted hereafter 
expressly referring to this section, any area of locality in which the President shall 
find, or it is otherwise determined by proper authority, that a shortage of housing 
exists or impends which impedes or threatens to impede national-defense activities 


shall be classified a defense area for the purposes specified in this act, and in such 
defense areas loans for the purchase, construction, alteration, repair, or improve- 
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ment of residential property shall be guaranteed or insured on behalf of veterans 
in accordance with the provisions of the Servicemen’s Readjustment Act of 1944, 
as amended, without any other limitations or restrictions: Porvided, however, That 
the Administrator of Veterans’ Affairs determines such veterans are engaged in 
national-defense activities under whatever definition of ‘‘defense worker’ may be 
applied for similar purposes by other Federal agencies in the same area. 


The CuHarrMan. Are there any other questions? 

Mr. Deane. Mr. Chairman, I would like to ask one question. 

The CuatrMan. Mr. Deane. 

Mr. Deane. Here is a defense area. You will give to a veteran 
the right to proceed with a GI loan in that particular area? 

Mr. Wiuuramson. Yes, sir. If he is a defense worker, he is going 
to get housing, maybe, through some of the other financing devices. 
This would enable him to purchase a home under the GI program 
without the October 12 credit curb. 

Mr. Deane. Assume that this is more or less a mushroom growth 
in a defense area, and later that veteran finds himself wanting to go 
back whence he came. Do you think there is a possibility of over- 
crowding a certain defense area in later years? 

Mr. Wixuramson. I think that in certain areas that are going to 
mushroom up because of increased defense activity the veteran very 
likely will not want to buy a home. However, there is a considerable 
housing shortage in a lot of our urban metropolitan.areas right now, 
and the need is just for housing. Take, for example, in Detroit or in 
Los Angeles County. There is plenty of room for housing, and a need 
for housing. There is no need to go out in an isolated area to put up 
housing for the people who will man the navy yards and the shipyards 
and so forth. There is a need for it. 

Of course, there are other problems not within the scope of the GI 
program in the isolated areas which are going to be met by other 
devices, but where the GI program can function I think it ought to 
function for the veteran who is a defense worker. 

Mr. Deane. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Nicnoitson. Mr. Chairman? 

The Cuarrman. Mr. Nicholson. 

Mr. Nicuouson. Does this bill take away some of the rights of the 
veterans in building a house? 

Mr. Wixuramson. No, sir. 

Mr. Nicuotson. Have we not passed laws that take care of them 
in financing by other methods? 

Mr. Wixiuramson. No; the bill does not. The credit curbs pursuant 
to the Defense Production Act imposed on October 12 have had the 
effect of reducing the GI program, and have had the effect of denying 
to many veterans who would like to buy a home the chance to buy 
a home because of the down payment. All we are saying is that if 
you are going to have housing for defense workers, and the defense 
worker happens to be a veteran, you may as well let him use the GI 
financing device without the increased down payment imposed on 
October 12. 

Mr. Nicuotson. In this second paragraph you say that unless 
these things are done the morale and production will be hurt. 

Mr. Wixuramson. Yes. 

Mr. Nicuouson. Was that so from 1941 to 1945? 


78408—51———-15 





23) DEFENSE HOUSING AND COMMUNITY FACILITIES 


Mr. Wivuiamson. Well, I think it has already had an effect, 
particularly around our military posts. 

Mr. Nicuouson. Was it so? Was the morale bad and was our 
production down because we did not have housing? We have 3 or 
4 million more houses now than we had then. I am wondering if 
that statement is correct. 

Mr. Wiuuiamson. Well, looking back now, probably not, on the 
production, but there were other factors that we have to take into 
consideration. At that time we were under the terrific pressure of 
an all-out war, and now we are only on a build-up that might last 
for 5 or 10 years. 

Mr. Nicuotson. That is all, Mr. Chairman. 

The CHarrman. Are there any further questions? If not, you 
may stand aside, Mr. Williamson. 

Mr. Wiiuramson. Thank you. 

The Cuarrman. Call the next witness, Mr. Clerk. 

The Cierx. The next witness is Dr. Edgar Fuller, the executive 
secretary of the National Council of Chief State School Officers. 

The CHarrMan. You may proceed, Dr. Fuller. 


STATEMENT OF DR. EDGAR FULLER, EXECUTIVE SECRETARY, 
NATIONAL COUNCIL OF CHIEF STATE SCHOOL OFFICERS 


Dr. Futter. Mr. Chairman and members of the committee. It is 
a privilege to appear here as a spokesman for the National Council 
of Chief State School Officers. The members of the council are the 
State superintendents and commissioners of education of each of the 
48 States and the island dependencies and Territories. They are 
responsible to the Office of Education and to other branches of the 


Federal Government for the administration of Federal programs 
which affect education in the States, such as the distribution of surplus 
property to schools and colleges, the school lunch, vocational rehabili- 
tation, vocational education, approval of on-the-job training estab- 
lishments for veterans and others. 

Within the States they also have great responsibilities under the 
State laws, because public education is legally a State function 
under our form of constitutional government. Among other duties 
relating to local schools they administer State minimums for education 
programs and facilities and laws for reorganization of school districts. 
They distribute more than $2,000,000,000 of State tax funds to local 
school districts annually, large State funds for pupil transportation 
and school buildings, and other financial aids. They certify all 
teachers. As the official education agencies of the States, they are 
concerned generally with all aspects of pre-school elementary, 
secondary and teacher education, as well as with many aspects of 
college and professional education, extended school services to 
various groups, and adult education. Many of these activities will 
be affected by portions of this legislation and must be coordinated 
with it. 

Weare pleased that this committee is giving attention to the problem 
of schools and other community facilities in connection with low-cost 
housing. We know that people who live in $8,000 housing units 
average approximately four-fifths of one school-age child per unit and 
that school facilities cost at least $1,000 per child to construct. This 
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means $800 worth of school facilities for each $8,000 of housing, or 
10 percent of the housing cost, and this should, be course, be 
financed by the Government as well as the housing project itself, 
because there is no State and local tax base to supply the school 
facilities. 

Although the Chief State School Officers are greatly interested in 
all portions of this bill, they are particularly concerned about title II, 
section 204 which provides that: 

In furtherance of the purposes of this title and subject to the provisions hereof, 
the Administrator may make loans or grants, or other payments, to public and 
nonprofit agencies for the provision, or for the operation and maintenance, of 
community facilities and equipment therefor, or for the provision of community 
services, upon such terms and in such amounts as the Administrator may consider 
to be in the public interest. 

The definitions in the bill include schools. They also include day- 
care centers for children in federally affected areas, which according 
to past experience are usually and most successfully organized and 
conducted by local school systems. 

Mr. Chairman, the Chief State School Officers and citizens interested 
in the effective operation of our schools are greatly concerned that 
the construction of schools and day-care centers contemplated in this 
legislation be coordinated with the operations under Public Laws 815 
and 874. In educational administration we have had extensive 
experience in dealing from the State and local levels with a multiplicity 
of Federal agencies. All the way from CWA through WPA, PWA, 
NYA, and the emergency legislation of World War II, we have 
witnessed duplication of services, conflicts in supervision. and juris- 
diction, excessive Federal personnel, and often confused adminis- 
tration in special Federal programs affecting schools. 

After years of effort, some of this confusion is being eliminated by 
Public Laws 815 and 874, which are the successors to the Lanham, 
Landis, and Weir Acts and other laws to meet problems created by 
World War II. Their administration is only getting under way. So 
far as facilities are concerned, they apply to essentially the same kinds 
of facilities in federally burdened communities, the same local school 
boards and school administrators, and the same classes of pupils as 
will be affected under section 204 of this legislation. 

We hope the administration will be completely coordinated so that 
the primary Federal responsibility will be in the United States Office 
of Education and so that the Bureau of Community Facilities of the 
Home and Housing Finance Agency will be in the same service relation- 
ship to the Office as under Public Laws 815 and 874. 

We recognize that the deepening of the present emergency calls for 
quick and effective action, sometimes in locations where there are 
new towns and mushrooming growth of population. We are aware 
that Public Laws 815 and 874, thoroughly worked out and satisfac- 
tory as they are, yet need to be supplemented by such legislation as 
that before your committee in order to care for these new and excep- 
tional situations. We believe that complete coordination within the 
same administraitve structure with Public Laws 815 and 874 is 
probably the best solution, but that unless this can be done by statu- 
tory provision in the legislation before your committee, Mr. Chair- 
man, it would be preferable to amend Public Laws 815 and 874 to 
care for these exceptional situations. 
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Two weeks ago there was held here in Washington a conference of 
more than 50 persons concerned with the problem of day-care centers. 
There were State and local educators and persons concerned primarily 
with other aspects of child welfare from many parts of the country, 
together with experts in child guidance, welfare and education from 
the Children’s Bureau and the United States Office of Education. At 
the end of 2 days of discussion, during which the experience of World 
War II was reviewed, it was unanimously voted to recommend the 
following in regard to this legislation: 

(1) That programs for the benefit of working mothers which require 

services for groups of children should be operated by the local board 
of education and its superintendent of schools, in much the same way 
nursery schools are now operated in many localities. This is entirely 
in accord with section 7 of the bill, which provides that: 
Community facilities and services needed to support national defense activities 
being, or to be, undertaken shall, insofar as possible, be provided, and shall be 
operated and maintained, by the appropriate State, city or other local agency 
having responsibility for such facilities or services in the area. 

(2) That welfare programs for infants and young children not dealt 
with in groups are primarily responsibilities of State and local welfare 
agencies rather than of the school authorities. This is also in accord 
with section 7 of the legislation being considered here. 

(3) That Federal functions and funds for centers involving school 
administration of groups of children should be transferred from the 
Housing and Home Finance Agency to the United States Office of 
{ducation. 

(4) That Federal functions and funds for the care of infants and 
young children through State and local welfare agencies should be 
transferred from the Home and Housing Finance Agency to the 
Children’s Bureau. 

We are in complete accord with these conclusions. We believe 
such transfers of functions and funds ought not to be left to adminis- 
trative discretion as defined by section 214 of this legislation, but 
rather should be made by the law itself. 

We believe that amendment of this legislation to insure such 
coordination of administration with that of Public Laws 815 and 874 
will be if inestimable advantage in meeting the problems of the emer- 
gency in these fields. We pledge you and your committee our full 
cooperation, Mr. Chairman, in your development of this legislation, 
and in its subsequent administration. 

Thank you. 

The CuarrMan. Are there any questions? 

Mr. Ratns. Yes, I would like to ask a question, Mr. Chairman. 

I did not get your name. 

Dr. Fuuuer. Fuller, Edgar Fuller. 

Mr. Rains. I have had a wire from my State superintendent of 
education in Alabama, Mr. Terry, with reference to this legislation, 
in which he raised a question that it would be impossible to erect 
school buildings in Alabama on the limitations that were proposed 
not necessarily in the legislation but by Mr. Foley and his staff, at a 
little better than $800 per child, as I remember it. Is that what it 
was? 

Dr. Fuutuer. I believe that was it. 
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Mr. Ratns. He says that at present building costs the cost is 
over $1,000 per child; is that about what you find? 

Dr. Futuer. In my testimony here I used the figure of $1,000 per 
child. Now, the costs range all the way from $800 per child to about 
$2,400 per child, according to the kind of school facilities you build. 

Mr. Rains. Yes. 

Dr. Fuuuer. I took a fairly low figure here. 

Mr. Rains. A low figure? 

Dr. Fuutuer. Of $1,000. That means $800 for each housing unit, 
when you figure that there is four-fifths of a child in each unit on the 
average of school age. 

Mr. Ratns. I have one other question. You talk about the public 
laws that have been enacted by the Congress, having to do with 
Federal aid in federally-affected areas. The formula upon which 
funds are granted in that legislation would not fit in this particular 
case, would it? 

Dr. Fuutuer. Yes; that is what I had said here. That is, you have 
a formula in Public Law 874 for current expenses, and you have a 
formula in title Il of Public Law 815 for school construction. Those 
formulas were worked out by the education committee after more than 
2,000 pages of testimony and many months of work. They are good 
formulas, but it is fair to say that they were worked out before Korea; 
and you are correct. 

Mr. Rains. That is not the point I am after. You will remember 
that that formula provides for funds to be allocated on the basis of 
children already in school, whereas this legislation looks toward pro- 
viding funds for those who are not now in school, because the school 
is not built. 

Dr. Fuuier. That is entirely true. The formula for Public Law 815 
and Public Law 874, for both of them, depends on statistics in the 
area which go back into the past and are not prospective. That is 
fully in accord with the recommendations in the testimony here, in 
which I stated that we recognize that the deepening of the present 
emergency calls for quick and effective action and that we are aware 
that Public Laws 815 and 874 yet need to be supplemented by such 
legislation as that before your committee. 

Mr. Rarns. You realize that it is going to be quite difficult to work 
out a situation based on the present status quo and on something 
that is going to happen in the future, working together. 

Dr. Futuer. Our suggestion would be that the provisions of this 
legislation apply in its administration. Our only point is that here 
you have federally burdened school districts or communities in which 
there are school districts. You have already about 900, I believe, such 
communities in the United States which are being surveyed and which 
are putting in applications. Those 900 communities are essentially 
the ones that will be most affected by the new emergency. You are 
dealing with local boards of education, and you are dealing with 
superintendents of schools, and you are dealing on the basis of informa- 
tion which has had many years of study and which will have to be used 
in the administration of this law. 

What we want to do is to avoid the Home and Housing Finance 
Agency coming down into the community and administering separately 
in the same communities a somewhat different law, it is true, but a law 
which is aimed at doing the same thing. 
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Mr. Ratns. We want to avoid that, too, but do you not think the 
proper way to do it, since the President of the United States has the 
authority over all agencies, is instead of putting it in any one agency 
to direct that the power shall be placed in the President and that he 
shall say which agency shall have it? That would follow the usual 
pattern of good legislation, in my judgment. Would that not be 
better than for the legislation to attempt to spell it out? 

Dr. Futter. I think in general the principle that you state, Mr. 
Rains, would be defensible, but in this case we have our doubts, 
because Public Laws 815 and 874 are already being administered in a 
highly satisfactory way to the people in the local communities through- 
out the United States in these same school districts, and for essentially’ 
the same purposes. We would desire to have it administered in the 
same place as the other laws, which are doing the same things. 

Mr. Rarns. Of course, we would be going on the assumption that 
the President would put it in those places, but in writing legislation 
we cannot say where every little particular part of authority and 
power would go. We would have to place it in the fountainhead and 
expect him to place it where it should be. Do you not believe that 
would be satisfactory? 

Dr. Fuuuer. I believe in most legislation the legislation itself 
designates the agency and the administrator of the agency and gives 
him certain powers, as in this case you have put the primary adminis- 
tration in the Administrator of the Housing and Home Finance 
Agency. 

Mr. Ratns. Yes, and we also notice that in this legislation a great 
many other powers are placed by this particular bill in the Housing and 
Home Finance Agency, and I think the committee is of the opinion 
that certain of those powers should not be placed there, but, rather, 
that they should be placed in the President of the United States so that 
he can allocate or delegate them to the agencies were they should go. 
I do not see how this committee can begin to delegate all of the particu- 
lar powers that are in this bill to any particular agency. 

Mr. Deane. Will the gentleman yield? 

Mr. Rarns. Yes, Mr. Deane. 

Mr. Deane. Following your statement concerning Public Laws 815 
and 874, you attempt here to set up the program. Likewise you have 
pointed out the urgency of the legislation. Recognizing the fact that 
we are, to a certain extent, cutting across committee lines here because 
Public Laws 815 and 874 were developed by the Committee on 
Education and Labor, and considering now, as I say, the urgency of 
the situation, do you feel that the approach that this committee is 
making is in the best interests of the present emergency in this more or 
less one-package approach? That is the question that I want you to 
follow through. 

Dr. Fuuuer. I think, frankly, that coordination would be possible 
in either of two ways. One way would be that a community in which 
there is low-cost housing for defense purposes they would go in and the 
Housing and Home Finance Agency administration would do all the 
building and to the whole job involved, cutting across all the service 
areas and all of the construction areas in the whole community. That 
is one way of doing it, but that is not the way we favor doing it because 
the schools and the school districts are well organized and they are 
operating. The Office of Education has a staft in the field already 
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operating, and we want to deal with that organization and those same 
problems. Whether there are some slight differences in the authority 
or not is not as important as dealing with these problems with the 
same people who are dealing with them from the Federal Government 
point of view now. 

Mr. Deane. I do not believe you understood my question, Dr. 
Fuller. My question is this: Do you feel that the approach that 
this committee is making, so far as trying to develop community 
facilities is concerned, should be the approach through this particular 
bill which is now before us, or whether you think that Public Laws 
815 and 874 ought to be amended? 

Dr. Futter. No, my testimony was intended to be to the effect 
that it would probably be better to approach it through this bill, 
through this legislation. 

Mr. Deane. That is the answer. 

Mr. Brown. Dr. Fuller, as I understand it, the main part of your 
statement is contained in paragraph 3 of your recommendations on 
page 4, as follows: 

That Federal functions and funds for centers involving school administration 
of groups of children should be transferred from the Housing and Home Finance 
Agency to the United States Office of Education. 

Dr. Futter. That is correct, sir. The fourth paragraph is another 
recommendation of that conference which was also unanimously 
agreed to, and that is in regard to very young children, where infants 
and young children are dealt with on a day basis, the superintendent 
of schools and the local board of education cannot deal with those 
groups of children, involving Federal aid and help for nursery schools 
and kindergartens. That is another field, and when it comes to tak- 
ing care of a 6-month-old infant in a foster home because the mother 
is working in a defense plant those welfare functions, we think, should 
be dealt with by the Federal agency that deals with such things, 
which is the Children’s Bureau. 

The CuatrmMan. Dr. Fuller, I agree with you generally that there 
ought to be no interference with the existing agencies and their 
present functions, and that they should be coordinated so far as pos- 
sible, and yet these agencies are in the executive department, and 
there must be some discretion used at times, and the law cannot pro- 
vide them in detail. I cannot see any objection to giving the Presi- 
dent, who is the Chief Executive, the power to use these agencies as 
he thinks would be for the benefit of this program. 

Now, these powers are initially vested in the Housing and Home 
Finance Agency, and if you take them out of that Department and 
give them to the President so that he might use them as he thinks 
would best carry out this program it seems to me that would be in 
conformity with your general practice, and it would carry out your 
wishes because I am sure that the President would want the existing 
agencies to continue to exercise their functions as they now do. Do 
you think there would be any objection to that? 

Dr. Fuuuier. Well, I would think in the case of a committee of this 
kind which is going into all of the details of this if, in the minds of this 
committee and the Congress there is just one place that it could 
logically be placed, then, perhaps, it is needless to leave it in the hands 
of the President because in legislating day after day you do vest 
administrative responsibilities specifically in legislation. We do not 
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distrust the President. We think probably that he would assign 
this in the way that seems logical and advisable, but it is a choice of 
method, and the only thing is that we are very much concerned that 
it be done that way so that we will not have all of these conflicts of 
jurisdiction with extra personnel, staffs of supervisors, and the extra 
expense with all of the attendant confusion that goes with several 
agencies in the same community doing the same thing. 

The Cuarrman. I think he would have the same view on that. 

Dr. Fuuuer. | think probably he would have. 

The CuHarrMan. It seems to me that the logical place to put the 
power is in the hands of the Chief Executive of the departments where 
all of these functions exist. 

Mr. Rarns. I share the witness’ idea, and I am sure that most 
of the members of the committee do, that we do not want any over- 
lapping, but in this particular piece of legislation we are touching 
almost every governmental agency, including the Public Health Serv- 
ice and certain features that might go to one place and others that 
might go to another. In legislation of this type we will find ourselves 
burdened with an impossible situation unless we lodge the authority 
with which to do the job that you want done, and that we want done 
in some specific head, because, putting it in blunt language, it appears 
to me that every agency is reaching out to get all they can, and we 
cannot divide those powers up. I think we are going to ‘be com- 
pelled to put them in the hands of the Chief Executive who controls 
all of the agencies, and say you put this where you think the Congress 
would expect it to go. Do you not believe that would be the best 
type of legislation? 

Dr. Futuer. | think not in this case. I think the case is one we 
are not facing in the other programs. It is putting the same things 
in the same place essentially. 1 think even the President of the United 
States might be approached by several agencies which, as you say, 
would be grabbing out and trying to expand their jurisdic tion, and the 
considerations that would be brought to his attention would probably 
not be the same considerations, or might not be the same considera- 
tions, which are felt by those of us in our field who have to operate 
and live with these programs in the field. They might or might not 
be, but to base it specifically on the basis of the evidence it seems to 
me it would be in this case entirely defensible to write the provisions 
into the law itself. 

Mr. McKinnon. Has not the same thing been effected, Mr. Fuller, 
under Public Laws 815 and 874? Congress has already said to you 
that education and child welfare problems should go into the De- 
partment of Education and related departments. 

Dr. Futter. They are just getting under way now. The field staff 
is just getting into the field. They are making surveys of these de- 
fense areas, many of which are the same areas which will be covered 
by this legislation. They have the information now and they have 
been working for 2 years on that. They have the details and they 
have the facts, and just to educate another agency in these districts 
about school needs, and so forth, would take months if not years and 
waste a lot of time and manpower that we do not want to waste. 

Mr. Rains. I do not think we would consider that angle of it at all, 
Dr. Fuller. I agree with you 100 percent that it would be folly to do 
so, but I think the committee might spell out in its report the will and 
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intent of the Congress. We are trying to do a workmanlike job here 
on a big piece of legislation and it is difficult to go into every little 
detail. I think it would be sufficient to spell out in our committee 
report that it should go here or there. 

Dr. Futter. I think it would be of great assistance if that could be 
done in the committee report. 

The CuarrMan. Are there any further questions? If not, you may 
stand aside, Dr. Fuller. 

Call the next witness. 

The Cuierx. The next witness is Mr. John J. Gunther, legislative 
representative, Americans for Democratic Action. 


STATEMENT OF JOHN J. GUNTHER, LEGISLATIVE REPRE- 
SENTATIVE, AMERICANS FOR DEMOCRATIC ACTION 


The CHarrMAN. You may proceed, Mr. Gunther. 

Mr. Guntruer. Mr. Chairman and members of the committee, my 
name is John J. Gunther. I am the legislative representative of the 
Americans for Democratic Action. I appear here today to present 
the views of the ADA on the question of housing for the emergency. 

The ADA recognizes that as large a portion as necessary of the 
Nation’s goods and services must be devoted to defense purposes, 
but we believe that of what remains for the civilian economy, housing 
is one of the most important claimants. A poorly housed nation can- 
not maintain the morals and productivity so necessary in time of crisis. 

After fully providing for defense requirements, need should be the 
determining factor as to the allocation of the resources remaining 
available for housing. We believe that the housing which would be 
provided by this bill should be regarded as a primary defense need, 
since housing for workers is just as important as the defense plants 
themselves. We do not want to see that part of the housing available 
to the civilian economy go only to the high income groups. Sole 
reliance on the use of credit controls means just this. A fair share of 
any housing built must be allocated to the vitally needed low-rent 
public housing program which had been planned by the Congress to 
provide 135,000 units a year but which has already been drastically 
reduced. To assure as much housing as possible for the middle- 
income group there must be some limitation on the number of houses 
which can be produced above some given price range. 

The ADA believes that good housing is so vital to the welfare of 
the country that extraordinary care must be exercised in the develop- 
ment of policies affecting it. The volume of housing which will be 
permitted to go ahead must be closely examined in the light of fore- 
seeable defense needs. Housing should not be cut more than is 
absolutely necessary. 

The ADA endorses the purpose of H. R. 1272 which clearly points 
up the necessity of developing along with housing adequate com- 
munity facilities and services. In World War II considerable atten- 
tion was given to providing recreation, sanitation, schooling and other 
requirements for healthful community living in connection with the 
war housing program but far too little was actually provided. We 
believe that it is essential for the necessary community facilities be 
provided along with housing. We believe that the various community 
facilities should be provided by the agencies specializing in the field 
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but we also feel strongly that there must be central planning for both 
housing and the facilities. Some one agency, and we believe that 
HHFA would probably be the best place, must be given the responsi- 
bility for over-all planning and coordination, with all agencies con- 
cerned given a voice in policy determination. The ADA feels that 
it would be a mistake if this program were divided and subdivided 
into separate Federal agencies, thus resulting in piecemeal adminis- 
tration. 

We urge that it should be an underlying, basic policy that in the 
provision for housing, as well as for community facilities, there shoul 
be close consultation with local municipal authorities. Taking into 
account all the peculiar circumstances of the mobilization emergency, 
the housing built under this bill should fit into the long-term plans of 
each community. This matter could be taken care of in the bill’s 
statement of policy. 

The Congress established a basic housing policy for this Nation in 
the Housing Act of 1949. This policy is clearly one of providing as 
soon as possible a decent home in a decent environment for every 
American family. The bill before you today is designed to meet the 
emergency situation brought about by the menace of Communist 
imperialist aggression. We must, however, continue to keep our 
sights on the goal set in the Housing Act of 1949 if we are to build a 
strong and vigorous democracy at home, Fully understanding the 
current needs, as far as possible, everything we do must keep us 
moving in that direction. 

Certainly the private housing industry should be utilized and 
encouraged in the production of defense housing. The ADA views 
the reestablishment of World War II mortgage insurance policies with 
considerable apprehension. We know that the old title VI was 
responsible for a lot of housing. We know too that the larger part 
of this housing was out of the reach of the lower income workers and 
that there are many reports that excessive profits were involved. 
In view of this experience with old title VI, we believe that the Con- 
gress should write into this bill, specific safeguards to guarantee that 
excessive profits will not be made on housing in this emergency. 
Congress would be granting valuable privileges under this proposal. 
No more than a fair profit should be involved and the Government 
and the public is entitled to know just what that profit is. 

Title I of this bill should be utilized only where there is a defense 
need for bringing workers into a locality. ADA urges that the com- 
mittee redraft title I so as to prohibit this economically unsound 
guaranty from being used merely to the advantage of private builders. 
We believe that this can be done by writing into the bill provisions 
limiting the use of title I financing for the housing of workers brought 
into a defense area to man new or expanded defense plants with the 
existing provisions of the National Housing Act used to the fullest 
extent possible for other workers. 

Mr. Chairman, the ADA wants a sound defense housing program 
as a part of sound over-all defense program. We hope that this can 
be accomplished promptly and adequately without excessive profits 
and gouging of defense workers. 

I want to thank the committee for this opportunity to appear and 
present the views of Americans for Democratic Action. 

The CHarrMan. Does that conclude your statement? 
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Mr. Gunruer. Yes, sir. 

The CuarrMan. Are there any questions? 

Mr. Tauue. Yes, Mr. Chairman. 

The CHarrman. Mr. Talle. 

Mr. Tatuie. Mr. Gunther, are you related to the gentleman who 
has written about the insides of countries and other things? 

Mr. Guntuer. No, I am not. 

Mr. Tatie. Thank you. 

The Cuarrman. Are there any further questions? If there are no 
further questions, you may stand aside. 

Call the next witness. 

The Cierx. The next witness is Mrs. Catherine Fahy, represent- 
ing the American Parents Committee. 


STATEMENT OF CATHERINE FAHY, EXECUTIVE DIRECTOR, 
AMERICAN PARENTS COMMITTEE 


Mrs. Fany. I am Mrs. Jack B. Fahy, executive director of the 
American Parents Committee. For more than 3 years our committee 
has been working to improve the health, education, and welfare 
facilities for children. 

Our committee chairman is George J. Hecht, publisher of Parents’ 
magazine, a publication which has a circulation of over a million. 
Vice chairmen include Walt Disney, motioa-picture producer; Mrs. 
Dorothy Canfield Fisher, novelist and educational authority; and 
Dr. Robert L. Johnson, ‘president of Temple University in Phila- 
delphia. 

Our committee is interested in this bill because we are particularly 
concerned about that section relating to community facilities. We 
should like to see the areas of authority among Federal bureaus that 
will handle administration of these funds more clearly defined. On 
matters realting to health, education, and welfare, States and com- 
munities are used to working with the Federal Security Agency. 

The school construction bill passed at the last session of Congress 
provided for school construction in defense and war-impacted areas. 
With sufficient appropriations and slight amendment this law should 
handle any new problems arising from defense housing. 

The Hill-Burton hospital construction law has been functioning for 
several years, as has been the Pollution Act. These administrative 
patterns, having been established, we should utilize them. We hope, 
for the sake of efficiency and economy that there is no plan to take 
administration out of the established channels. 

Some of the World War II boom towns of this country must be 
drawing an anxious sigh right now as they face up to more uproar. 

What can be done to cushion the shock? 

For one thing, when plants are expanded and houses put up, let 
us have schools constructed simultaneously. Let us have day-care 
centers organized at once, not after a lot of nose-counting 1s done. 

It so happens that we can absolutely depend on there being many 
thousands of small noses to count. As you know, Americans have 
never done so much of what Scripture speaks of as “marrying and 
begetting”’ as during the last 5 years. Thirteen million children— 
five million more than the most optimistic population expert had 
predicted—have been born, have crowded into our school system, 
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leaving us, by United States Office of Education studies, about 
520,000 classrooms short. 

The bald statistics on schools are staggering. Almost a thousand 
schools reported to the American Association of School Administrators 
that they were housing about one-third more pupils than they should 
accommodate. ‘Five hundred thousand children are on _ half-day 
session. Eighty-two percent of United States school buildings were 
reported either “fair” or “poor” by State school officers in a Nation- 
wide survey made by the New York Times. The Times estimated 
that in 1950 3,000,000 children received a definitely impaired educa- 
tion. 

Against this background the towns that get these new housing de- 
velopments are almost certain to have a big school construction prob- 
lem. The American Parents Committee hopes that this problem is 
going to be faced up to and solved. 

After all, we found out during the last war that schools are not just 
education; they are character, in a very fundamental sense. 

Mr. Parman. You talk about the schools being character builders. 

Mrs. Fany. Yes. 

Mr. Parman. I was very much impressed with the school lunch pro- 
gram for that reason among others. I attended a school last year 
where seven or eight hundred students were participating in the school 
lunch program. I was very much impressed with the way they were 
taught to come in and handle the dishes and how to get their food, 
and also very much impressed with their proper table manners. 

Of course, the school was not trying to regiment them, but they were 
learning table manners, conversation, and a lot of other things. 

Mrs. Fauy. Also good nutrition. 

Mr. Parman. When you break bread with people across the table 
and are near to them, you get closer to them than you do in the school 
room. I think the school-lunch program makes a great contribution 
to the success of our educational system. Do you agtee with me on 
that? 

Mrs. Fany. I certainly do. I think that I will come to see you 
about helping us to increase the appropriations for the school-lunch 
program. 

Mr. ParmMan. I am very strong for it. 

Mrs. Fany. We will need more for the additional children. 

Mr. Parman. Of course, you include libraries in the facilities that 
you speak of? 

Mrs. Fany. Yes. I mention that just in passing. 

Mr. Parman. The language of this bill, I assume, includes libraries. 

Mrs. Fany. Yes. 

Mr. Parman. Without further words being put into the bill? 

Mrs. Fany. That is right. 

The Cuarrman. You may proceed. 

Mrs. Fany. In the good old days we used to think of Huckleberry 
Finn and Tom Sawyer as our notion of fine American boys. Or, a 
couple of generations later, of Booth Tarkington’s Penrod. 

It is only this age of mechanical living that has given us another 
kind of storybook boy, a real monster. Most of us are familiar with 
the Studs Lonigan series, which depicts the tough children of our city 
streets. 

Studs, at 15, is a horrible young animal—a loafer, a girl-chaser, a 
boy with just enough sense of direction to head for the corner pool- 
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room. He and his teen-age pals are always asking each other rest- 
lessly—‘‘What’ll Ido? What’ll ldo? What’ll I do?” 

In these war-boom towns we must be sure to find answers for that 
insistent, youthful “‘What’ll I do?’”’ There should be enough schools 
so that children are not sitting in each other’s laps—not getting bored 
and starting to play truant. Let’s not settle for double sessions, 
Quonset huts and made-over garages. Let’s get our extended-school 
centers operating so that no one is roving the streets after school. 

You know our sad record on juvenile delinquency during and right 
after the war. England and France have had trouble too; but in all 
honesty none of our children were shaken by bombings and none of 
them lived under enemy occupation. Yet they seemed to be morally 
injured. 

The School Work Year Book for 1947 says: 

According to reports from 65 courts serving areas of 100,000 or over, the aggre- 
gate increase of juvenile delinquency over 1938 was 67 percent in 1945. 

Sixty-seven percent! That is an incredible jump and takes in 
everything from stealing cars to killing. 

Then, just as our war-bred teen-agers emerged into peace they 
became, from 18 to 21, the part of our population in most trouble 
with the police. 

Wherever you have thousands of young people in open trouble with 
our social system we can be sure there are shadowy other thousands 
behind these with psychological bruises that do not show yet but will 
damage their ability to do good jobs, to lead good family lives, to be 
fine people. 

From the immediate point of view of defense, we are making a 
considerable demand on our teen-agers, asking them to step from the 
sheltered background erected by our particular social system, into 
the rigors of Army life. Schools can get to work in preparing for this 
tremendous and demanding transition. — 

It will take a staggering amount of money and hard work, in what- 
ever towns you pick for these housing developments for the local 
citizens and the incoming citizens to get together and expand school 
systems, almost overnight. Because it does not just take money to 
build up a good system. It needs skill and effect, too. But money is 
essential, as a starter. 

Looked at nationally or by individual States the war-induced prob- 
lems for children have just begun to show in statistics. Looked at 
by certain selected communities we can see the pattern that the future 
will take in many hundreds of towns. 

Take Bremerton, Wash. A year and a half ago 5,600 people were 
in the shipyards. Now there are 11,500. By 6 months from now 
there will be 16,000. 

Now I quote from the State report by Washington to the White 
House Mid-Century Conference on Children and Youth. 

First, the State of Washington pats itself on the back for having 
consolidated 777 old-time, one-room schools into half that number. 
But then, says Washington, after World War II, births went up by a 
third, and the people who had come to do war work, stayed on. The 
report says sadly: 

There is a continuous retrogression in school facilities. We would like to help 
our Saeco who are now spending their school days in basements, attics, and 
corridors. 
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This is the State that is now facing such a special problem as 
Bremerton, leaping from 5,600 to 16,000 people in 3 years. 

But even a long-settled, densely populated State such as Ohio, 
with its many well-known schools and colleges, sounds little better 
off, in its report to the Mid-Century Conference. Ohio doubled its 
birth rate from 1940 through 1945. Listing its chief difficulties 
Ohio says: 

Many of our communities are still trying to provide permanent housing and 
public services for the population increases caused by World War II industries. 
Ohio had expected these new citizens to leave, but they stayed. The temporary 
facilities provided partly by the Federal Government are already totally inade- 
quate. 

I could continue giving statistics but in every industrial State, that 
is the picture. We have not recovered from the last war and weare 
in another emergency. 

In the last war, in up-and-coming towns, schools became the focus 
of community-wide programs for education, recreation, and health. 
With their extended afternoon sessions they cared for the children of 
women working on the second shift, they registered people for food 
and shoe rations, they tried to fill in some of the huge, worrying gaps 
in day-to-day living. 

That they can do again. The time to build schools is immediately, 
as soon as the houses are begun, not months later. 

But almost everyone believes in school construction because all of 
us went to school ourselves and know their indelible impression. 
What comes to most of us as unexplored terrain is the day-care centers. 
Most of us grew up before the day of the working mother. 

All kinds of problems are suddenly dumped into the lap of a family 
and a community, with one parent at war and the other gone, from 
9 to 12 hours a day, to a job. 

From the point of view of efficiency, day-care centers are indis- 
pensable. For one thing women cannot be induced to leave their 
homes unless safe and happy provision is made for their children. 
Women instinctively feel that their first responsibility is to their 
families and this feeling cannot be violated or industry has a worried, 
harassed worker, given to taking days off, showing up late or quitting 
with no notice. 

From the point of view of the child, day-care centers are a ‘‘must.”’ 
This is no longer the carefree era when 5-year-old Bobby can be 
handed over to grandma. You know the situation in a war boom 
town. Grandma is probably in a city 200 miles away. The next- 
door family just moved in and will move out again next week. Any- 
way, handabout care is psychologically bad and physically dangerous. 
The child that is looked after by a maid on Monday, an elderly cousin 
on Tuesday, Mrs. Bates down the block on Wednesday, any one mother 
can find on Thursday—that child is headed for inner disaster just as 
surely as the idle street-corner loafer of 15. Such a child knows he 
belongs nowhere, he is even more pityful than a man without a coun- 
try, he is a child without a home. 

At present 1 out of 5 women in the labor force have children under 
18. The Department of Labor has estimated that if peak wartime 
rates of participation in the labor force are applied to current popula- 
tion we will have 20.7 million women at work. At any rate, we know 
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that roughly between 4% to 5 million of these women will be mothers. 
Usually a fourth of working-mothers’ children need day care. 

To give you a picture of the current situation in available day-care 
centers is rather difficult; in the industrial States we know that there 
are far too many customers already for what municipally-aided, or 
State-aided centers are available. California is the only State that 
has maintained a big program of day care, continuing the centers first 
established with Lanham Act funds. These centers always have wait- 
ing lists—in November 1948, with 12,500 children in centers, 3,000 
additional families applied, who could not get in. 

A social worker in town last week from Sacramento told me that 
more Women are going to work and needing the centers but so far 
this is due more to the husband going into service—the big, difficult 
shift to defense jobs is still ahead of us. In California the State 
would like to have a bigger program. 

To jump across the country—13 child-care centers in Boston 
showed a total of 1,088 applications as of September 30 for the 475 
places available in the centers. 

A social worker from New York City told me that the war problem 
was definitely hitting New York. New York’s privately operated 
day centers, which are licensed and inspected by the city, are mush- 
rooming. Inevitably a special crop of problems is arising. Recently 
they licensed a well-qualified nurse, who, after she collected several 
children, and their tuition fees, went out and got a job herself and 
left an untrained friend to look after the children. A furious parent 
complained to the welfare department of her child’s neglect, a great 
uproar ensued, the center refused to close, and now the whole case 
is in the courts. 

I do not give this case to prove that private centers should not be 
maintained—we need the good ones. But I want to point out that 
in a rapidly expanding war community, the sort of community these 
housing developments would serve, private day care centers will 
mushroom in the same way and pose as many problems. It is 
important that the community-supported, federally supported centers 
we want should be established fast before an increasing, unmet need 
for centers throws too much business into the hands of eager beavers 
with no sense of responsibility. State or community-organized 
centers act as pace setters, as standard setters, and as a guaranteed 
sanctuary for the hard-pressed mother who has to take a job quickly 
and has no time or money for private nurseries. 

The only good thing to be said for facing this kind of emergency 
5 years after the last war is that this time we remember how every- 
thing was done—the same generation of people will have the same 
jobs. There is no excuse if we do our jobs badly. 

Certainly the job of government is to convert the machinery of 
community day-to-day living to a wartime basis as quickly as factories 
are turned to war plants. Otherwise nothing will mesh properly. 
Otherwise Bobby, aged 5, will be handed over to any obliging but 
absent-minded person on the block and his particular contribution to 
the war effort can be to die under the wheels of a truck. 

In summary, we do hope the school construction and the day care 
centers, the hospital construction and water pollution and other 
problems posed in title If will be taken care of under the existing 
patterns that have been established. 
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I do not need to stress to you the importance of children in the 
scheme of things. We are going to a lot of trouble in this country 
to prove a point—that we believe it is worth all our possessions and 
the lives of some of us—to fight for a way of life we have evolved. 
The immediate inheritors of what we mean to say are our children 
and grandchildren. Without them our sacrifice is pointless. 

The CuarrmMan. We are glad to have you express the views of the 
fine organization you represent. I do not know of any field where 
greater good can be accomplished than the one you have selected, 
not only for our citizens today but for the future of our country. 

We will now stand adjourned, to meet tomorrow morning at 10:30 
o'clock. 

(Whereupon, at 11:50, the committee adjourned, to meet the 
following day, Tuesday, January 30, 1951, at 10:30 a. m.) 
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TUESDAY, JANUARY 30, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10:30 a. m., in the committee room of the 
House Committee on Banking and Currency, the Honorable Brent 
Spence (chairman) presiding, to further consider H. R. 1272. 

Members present: Spence, Brown, Buchanan, Multer, Deane, 
O’Brien, McKinnon, Bollinger, Bolling, Fugate, Kluczynski, Wolcott, 
Gamble, Talle, Kilburn, Nicholson, McDonough, Widnall, Buffett, 
and Betts. 

The CHarrMAN. The committee will be in order. The clerk will 
call the first witness. 

The Cierk. The first witness will be Mr. David L. Krooth, presi- 
dent of the National Housing Conference. 


STATEMENT OF DAVID L. KROOTH, PRESIDENT, NATIONAL 
HOUSING CONFERENCE, ACCOMPANIED BY LEE JOHNSON, 
EXECUTIVE VICE PRESIDENT, NATIONAL HOUSING CONFERENCE 


Mr. Kroorn. Mr. Chairman and members of the committee, my 
name is David L. Krooth. I am president of the National Housing 
Conference, which is an honorary position with no compenstion. 
The conference is a public-interest organization founded in 1931 for 
the purpose of helping to secure adequate housing for all American 
families. 

The National Housing Conference appreciates the opportunity to 
appear before your committee and present its views on the pending 
legislation. We recognize that the purpose of H. R. 1272 is to create 
stand-by authority so that housing can be provided in connection 
with the defense effort at the times and places where it is needed. 

The conference is in general agreement with this legislation and 
hopes that it will be adopted. During the course of our testimony, we 
will indicate several amendments that we believe will strengthen this 
legislation. 

NECESSITY FOR DEFENSE HOUSING 


In many areas of the country, defense plants are being constructed 
or expanded to step up the production of the materials and weapons 
required in the defense program. However, new or expanded plants 
are of no use without a supply of men and women to run the produc- 
tion lines. 

The experience during the last war showed that, until housing was 
provided, manpower could not be attracted and kept in the new and 
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expanded areas of war production. The difficulty in the last war was 
one of timing. Too often plants were put up and orders placed for 
necessary war production, only to find an inability to achieve the 
production because of lack of manpower. When the situation became 
acute, we started on our housing programs. As a result, there were 
times when housing was completed so late as never to have served its 
purpose. 

If there is one lesson that we learned from the last war, it is that 
housing and plants should go hand in hand. They should be built 
together. Physical plant facilities, and manpower, must come 
together for necessary defense production. While legislative authori- 
ties are being provided for plant expansions, it is equally important 
that this bill be enacted to provide legislative authorities for the defense 
housing required to bring manpower to these plants. Moreover, 
there should be equal priorities for materials to build essential defense 
plants and the housing for essential workers for those plants. 

Not only is defense housing required in these new areas of war 
production but the necessary community facilities must be con- 
structed. In new areas, you cannot just put houses up and assume 
that the manpower supply will be attracted. Women as well as men 
must be attracted to defense work. This will occur only when ade- 
quate facilities are provided for family living. This includes schools 
for children and other facilities that go to make up a community for 
wholesome family life. This bill recognizes the need for such com- 
munity facilities in new defense areas, along with the provision of 
defense housing. 


METHOD OF MEETING DEFENSE HOUSING NEEDS 


The National Housing Conference agrees that private enterprise 
should meet as much of the housing needs among defense workers 
as is feasible. The proposed legislation includes the new authorities 
required to enable private enterprise to build additional housing in 
defense areas, with the aid of FHA mortgage insurance. The effect 
of these guaranties is for the Government to take the risk on the 
insured mortgage, in case there should not be a continued market for 
defense housing after the emergency. 

The legislation also provides various liberalizations in terms of 
the amount of mortgage in relation to the cost of construction of the 
new housing. We feel that the measure and its administration should 
be strengthened to assure that mortgages insured on a basis of 90 
percent of value do not exceed the actual cost of projects, resulting 
in no private investment in them. The need for this is based on 
the unsatisfactory experience with title VI during past housing 
emergencies. 

We wish to commend the provisions which place greater emphasis 
on rental housing in this program. With the shifts in the labor 
supply among defense workers, they should not be required to buy 
houses in the new areas to which they move. They should be able 
to rent them. 

While the private housing program can meet part of the needs for 
housing among defense workers, we must face up to the fact that 
there is a substantial area of need which cannot be met by private 
housing. ‘To the extent that private housing cannot provide homes 
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at rents which defense workers can afford, it is necessary that the 
Government be in a position to provide the housing; otherwise, the 
manpower required at the war plants will not be available. 

What are the facts as to estimated rentals of the proposed new 
private housing? And what are the facts as to the ability to pay of 
defense workers? 

In his testimony before this committee, Mr. Foley indicated that 
the anticipated rentals in private housing would range from $75 to 
$93 a month. These were shelter rentals. They did not include 
the cost of heat and utilities, which approximate $15 to $17 a month. 
This means that the average rents likely to be achieved under the 
private housing programs will range from $90 to $110 a month. 

Based on the formula of paving one-fourth of income for rent, 
including utilities, this means that the average income of defense 
workers who could afford to pay these rents would range from $4,300 
to $5,300 a year. There will be defense families who will have such 
earnings of from $83 to $100 a week, especially where more than one 
member of the family will be working in a defense plant. However, 
it is unquestionably true that there will be a substantial number of 
defense workers who will be earning considerably less than those 
weekly wages. For example, the average wage of a factory worker 
today is about $63 a week or $3,300 a year. ‘This includes both skilled 
and unskilled workers. 

It is therefore clear that there will be many defense workers who 
will not be able to pay the rents contemplated in the private housing 
to be built under this bill. Yet, these workers, at these wages, will 
have to be attracted to the areas of expanding defense production if 
the production lines are to be manned and if the production is to be 
achieved. Consequently, it is imperative, as part of a defense pro- 
gram, that the Government have the necessary authority to provide 
housing where modest rentals are required to attract some of the 
manpower needed at new defense plants. 

That is the purpose of title II of this bill, which is patterned after 
similar legislation which was used during World War II. ‘There is 
another reason why the Government must be authorized to provide 
this housing. In isolated or other areas where the need for the hous- 
ing is temporary, private enterprise will not build. In these areas, 
the Government must provide the housing, which should be of a 
movable character to enable its use elsewhere in case of shifts in the 
defense needs, as well as enabling its use elsewhere after the defense 
period. 

ae : ages 

There are two amendments which appear necessary to make title 
II more effective in accomplishing its purpose of assuring that defense 
production, or defense acrivities, are not jeopardized by reason of 
lack of an adequate supply of manpower: 

(1) Section 212 of the bill provides that the Administrator shall 
fix fair rentals on housing built under title Ii, based on its value. 
We do not believe that this rental formula is sufficiently flexible to 
permit the meeting of the needs of defense workers. This provision 
should be amended to include the provision finally added to the 
Lanham Act in 1942, which gave power to the Administrator during 
the emergency, in exceptional cases, to adjust the rent to the income 
of persons to be housed. Since this housing is being built to attract 
and hold defense workers in the areas where they are required, the 
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housing must be available at rents that the defense workers of more 
moderate incomes can afford. Also, when Army and Navy personnel 
are housed, certain adjustments will be required for those in the 
lower ranks, as shown by experience during the last war. 

(2) The second amendment that is required is in section 203 
which fixes the cost limits for housing. When housing is provided 
in outlying or isolated areas, it may involve large but necessary 
expenditures for new utilities, as well as other additional costs due 
to the location of the areas. If because of these or other factors 
it is impossible to provide defense housing that is essential to a defense 
or military activity, the legislation should be sufficiently flexible to 
permit the need to be met. In such cases, upon a determination by 
the President or his designee that the particular housing is indispen- 
sable to the defense program and that it is rot feasible to provide it 
within the cost limits, the President or his designee should have 
authority to prescribe other cost limits that are feasible for the par- 
ticular area, in order that such indispensable housing can be built. 

Since we are speaking here of stand-by legislation to meet needs 
that may develop during critical defense and war periods, we should 
be sure that the legislation will be adequate to meet indispensable 
needs. The amendments we are proposing will help accomplish that 
objective. 

During this defense period, we have an advantage over our situation 
at the beginning of the last defense housing emergency. This is in 
terms of the administrative tools available. 

In the Federal Government, we have one housing agency to coordi- 
nate the housing functions of the many agencies which have been 
consolidated under reorganization plans. This should eliminate some 
of the difficult problems that faced us when housing responsibilities 
were divided among different agencies. 

We are also fortunate in having much greater facilities and experi- 
ence available in our cities. I am sure that the Government will look 
for guidance and assistance to the communities of the country where 
the people are going to live and where the housing impacts will be 
felt. I am also certain that local communities and local housing 
authorities will again respond to the call of the Federal Government 
for assistance on their part of the character so ably given during the 
last war. Local housing authorities, on behalf of the Federal Govern- 
ment, built about 47 percent of the housing produced with public 
funds, and managed about 60 percent of it—for the defense and war 
workers for whom the housing was intended. 


SAFEGUARDS TO ASSURE THAT HOUSING IS ONLY FOR ESSENTIAL 
DEFENSE NEEDS 


This bill is limited in its purpose to providing housing that is essen- 
tial for defense purposes. It is stand-by legislation which will be 
ready for use, as and when needed. It provides that the housing is 
to be built only in those areas which are found by the President to 
be defense areas; that is, where expansion of defense activities requires 
additional housing to attract additional manpower, 

Besides the determination by the President that a particular area 
is a defense area, the bill contemplates that the Housing Administra- 
tor will prepare a program for the area, limiting the number of houses 
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to be built for defense purposes to what is required by the new or 
expanded defense activities in the area. This program would cover 
the number of units needed, their size, and rentals—it would be based 
on the needs of the defense workers to be attracted to the area. The 
Housing Agency would be furnished with all of the necessary informa- 
tion from the defense and procurement agencies and from local 
industries and labor agencies, to determine the extent of the 
requirements. 

Thus, it is clear from the legislation that its purpose is not to add to 
the general housing supply of the Nation or to alleviate bad housing 
conditions—much as such measures are requiredbut rather to meet 
purely defense needs in terms of the housing required in the areas of 
expanding defense activities. 


OTHER SOUND PRINCIPLES OF THE BILL 


It is not our wish to consume the time of the committee by any 
detailed discussion of the terms of the bill before you. However, we 
do wish to comment favorably on some of the br oad principles which 
are incorporated in it: 

(1) That it recognizes the essential relationship between new 
defense plants and new housing and community facilities which are 
necessary to attract and hold the workers required in those plants. 

(2) That it. recognizes that the needs of defense workers require 
rental housing primarily. 

(3) That, wherever feasible, defense housing should be of a per- 
manent character; also, that where the needs are temporary the 
emphasis should be on movable housing, so that it can be used to 
meet shifting defense needs as well as providing housing after the 
defense emergency. Based upon experience during the last war, 
there is general agreement among the public-interest groups that we 
should not recreate temporary communities with all of the wastes 
and problems of temporary housing. 

(4) That private enterprise should be encouraged to satisfy as 
large a part of the defense housing needs as feasible, with public 
funds made available for the defense housing which cannot be pro- 
vided by private enterprise at the places and within the rents required. 

Finally, that it is necessary to have adequate stand-by authorities 
now, so that the tools will be available to do the job at the right time 
and the right place, rather than waiting until acute problems first 
arise. The latter policy can only result in ‘‘too little and too late” 
This legislation is one of the measures needed, not only to assure 
ultimate victory over the Communist forces pitted against us but also 
to protect the lives of the men on the battlefronts by producing and 
delivering adequate weapons for them. 

The CuHarrMAN. We thank you, Mr. Krooth, for the expression of 
your views. Are there anv questions? 

Mr. Nicuotson. Could I ask you whom you represent, Mr. Krooth? 

Mr. Kroorn. The National Housing Conference. 

Mr. Nicuotson. What is that? 

Mr. Krooru. The National Housing Conference is a_public- 
interest organization consisting of citizens, which was formed in 1931. 
It is supported entirely by voluntary donations of people who are 
interested in the advancement of the housing program. 
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Mr. Gampie. Mr. Krooth, vou testified before the Joint Com- 
mittee on Housing of the House and Senate 2 or 3 years ago; did you 
not? 

Mr. Kroorn. I testified before this and the Senate committee last 
year. 

Mr. Gamsuie. Yes; I remember that you were here last year. 

Mr. Kroorn. | have appeared before committees here a number of 
times, but I do not remember precisely which ones and in which 
years. 

Mr. Gamsue. You are in favor of public housing, too; are you not? 

Mr. Krooru. Yes, sir; I am. 

Mr. McKinnon. Mr. Krooth, have you studied title I of the bill? 

Mr. Kroorn. Yes, sir; I have, Mr. McKinnon. 

Mr. McKinnon. Do you think that it will develop quite a lot of 
rental housing at moderate prices? 

Mr. Krooru. Well, I think that it will develop rental housing, but 
I do not think the prices will be moderate. I believe that the rentals 
that will be achieved will average from $90 to $110 a month. There- 
fore, the private housing program will serve a part of the need among 
defense workers, but I do not feel that title I will serve many of the 
moderate-income defense workers that have to be attracted in the 
areas of defense activities. 

Mr. McKinnon. Your past experience has given you a lot of ex- 
perience and a lot of understanding of construction in the housing 
field; has it not, Mr. Krooth? 

Mr. Kroorn. Of course, I was in the Housing Agency for about 14 
years, and in the last 4 years since I have been out of the Government 
I have done a good deal of work on housing. The figures I am giving 
you are based on my experience. In addition to that, they are based 
on Mr. Foley’s own testimony. The rental figures which he gave 
were shelter figures, which means that I have had to add the normal 
allowance for heat and utilities. That is the basis of my figures. | 
am not differing with the official testimony presented by the Housing 
Agency, but pointing out, rather, that they show that the private 
housing program can only meet a part of the need. 

Mr. McKinnon. Do you think that in this title I program the 
abuses which took place under section 608 have been eliminated, or 
do you think that they are still there, Mr. Krooth? 

Mr. Kroorn. I think some steps have been made to eliminate 
the abuses in that the mortgages are to be based on value rather than 
necessary current cost. I am not satisfied that sufficient steps have 
been taken. Under the terms of the bill, it is provided that value is 
to be used, but it is also provided that the amount of the mortgage is 
not to exceed the FHA Commissioner’s estimate of cost. The fact 
is that under this bill, in my opinion, it is still possible to have a 90- 
percent mortgage on a project of $1,000,000 estimated cost, where 
that mortgage could equal $900,000 and the project will only cost 
$850,000. The builder could then have a $50,000 profit on the 
mortgage and still own the project. That is the kind of thing that 
happened under section 608, as you know. I do believe that the 
legislation in its administration should be strengthened so that, when 
we are speaking in terms of a private-enterprise program, there will 
be a private investment in projects. It has never been contemplated 
that people make a profit out of the mortgage. It is contemplated 





DEFENSE HOUSING AND COMMUNITY FACILITIES 241 


that the United States will guarantee the mortgage purchased by a 
private financial institution but that the cost of the project ought cer- 
tainly not be less than the mortgage. 

Mr. McKinnon. I think you probably reach the conclusion some- 
times that our private-enterprise system is threatened more by the 
fellows who profess to support it and who do not follow the practices 
of that free-enterprise system than by those who do not pretend to 
support it. 

Mr. Kroorn. I think too often there is a tendency of private 
enterprise to take any profits there are, but not to take the risks. 
I think this program should involve taking some risks on their part. 
Of course, you cannot expect businessmen to take too many risks in a 
defense area; and, therefore, there has to be a title I in order to insure 
the mortgages on housing meeting defense needs, but I think some 
part of the risk should be taken by those who will get the profits. 

Mr. McKinnon. Do you see any way under title | whereby we 
could tighten it up so that the builder does have a risk in it, and like- 
wise bring the cost of the housing down to provide more ‘moderate 
rental of it? 

Mr. Krooru. On the subject of tightening it up, I think the section 
which says that the mortgage shall not exceed the Commissioner’s 
estimate of cost might well be tightened up by saying, “Upon the 
completion of the project, there should be a certification by the 
mortgagor as to what the actual cost of the project was’. If that 
exceeds the amount of the mortgage, it ought to be adjusted downward. 
That is a practical way of accomplishing what is intended. 

Mr. McKinnon. Sort of a renegotiation? 

Mr. Kroorn. No; it is really not a renegotiation. It is just a way 
of making sure that the mortgage will not be more than the amount 
of the cost. 

Mr. McKinnon. That is all; thank you. 

Mr. Tatue. Mr. Chairman. 

The Cuarrman. Doctor Talle. 

Mr. Tauie. Mr. Krooth, I notice that the title of the organization 
you represent is the “National Housing Conference.”’ How often 
does this conference meet? 

Mr. Kroors. Mr. Johnson is executive vice president. He can 
probably give you more information as to the frequency of the 
meetings of the conference than I can. 

Mr. Jonnson. The conference has an annual meeting, and the 
board of directors, which is the governing body, meets every 2 months. 

Mr. Tauue. Is it a corporation? 

Mr. Jounson. Yes, sir; it is a corporation. 

Mr. Taute. Is it incorporated under the laws of the District of 
Columbia? 

Mr. Jounson. I am sorry I missed that, Doctor Talle. 

Mr. Tauue. I say, is it incorporated under the laws of the District 
of Columbia? 

Mr. Jounson. No; of the State of New York. The Conference 
was founded in New York, and it is incorporated in New York State. 

Mr. Tatie. How large is the membership? 

Mr. Jounson. Approximately 4,000. 

Mr. Tauue. Is that membership made up mostly of individuals? 

Mr. Jounson. Yes; the membership is made up entirely of indi- 
viduals. 
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Mr. Taxus. Are directors of public housing authorities members of 
this Conference? 

Mr. Jounson. Many of them are; yes. 

Mr. Tauuie. A great many of them? 

Mr. Jonnson. Yes. 

Mr. Tauie. Thank you. 

Mr. Burrerr. Mr. Chairman. 

The Cuarrman. Mr. Buffett. 

Mr. Burrerr. Mr. Krooth, you mentioned mortgages being made 
for amounts in excess of the cost of the project. Are you prepared 
to put in the record specific examples of that kind? I am very much 
interested in seeing the facts on that. 

Mr. Kroorn. I am prepared to put into the record a statement 
of exactly how that program operates which produces that result. 
So far as citing specific projects is concerned, I think you can get 
that information more effectively and directly from the Housing 
Agency. The underlying basis on which it is done I do not believe 
will be disputed by the Housing Agency insofar as the way in which 
section 608 has operated is concerned. Included in the cost of all 
projects was an allowance of 5 percent for architects’ fees and an 
allowance of 5 percent for builders’ profits. Also included in the 
mortgage was the appraised value of land. Now, the appraised value 
of the land very often was substantially higher than the actual cost 
of the land. The architects instead of being paid 5 percent were 
often paid a very small percentage of the cost of the project. The 
builder got an allowance for his profit and actually he was often going 
to be the owner of the project. So, a combination of those three 
allowances in cost estimates, often exceeded 10 percent, which was 
the percentage of equity required. If the committee desires further 
information on it I shall be glad to put it in the record, but those are 
the mechanics of the operation. 

Mr. Burrerr. I have heard the charge, and I have no reason to 
dispute it, but I would rather have some factual information on which 
to discuss it rather than simply a collection of assertions and assump- 
tions, because | think it is a very serious business. 

Mr. Krooru. Now, this bill is intended to get away from that, in 
that section 608 provided that the mortgage was to be based on 90 
percent of necessary current cost. This bill provides the mortgage 
should be based on 90 percent of value. That is one device by which 
it is intended to get away from past abuses, but whether it will get 
away from them really depends on how the program is administered. 
That is why, in answer to the question which Mr. McKinnon asked, I 
was making a specific suggestion as to how to avoid what happened 
before. I think the Agency itself wants to get away from what hap- 
pened before, and that is the reason they have suggested going to a 
value basis under this bill, rather than ‘“‘necessary current costs.” 

Mr. Burrerr. What is your current employment? 

Mr. Kroorn. I am a practicing attorney in Washington. 

Mr. Burrerr. What was your post with Public Housing? 

Mr. Kroorn. I was General Counsel of the Housing Agency. 

Mr. Burrerr. General Counsel? 

Mr. Kroorn. First of the Public Housing Agency and later the 
National Housing Agency. 
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Mr. Burrert. That was originally in 1933, and preceding your em- 
ployment at that post 

Mr. Krooru. I started with the Public Works Administration in 
1933. Before that I practiced law in Chicago. 

Mr. Kitspurn. I heard you say, in answer to Mr. Gamble’s question, 
that you were for public housing. 

Mr. Kroorn. Yes. 

Mr. Kitpurn. Are you for private enterprise? 

Mr. Krooru. Oh, yes; certainly. 

Mr. McDonouan. You are familiar with the public housing bill 
passed by the last Congress? 

Mr. Krooru. Yes. 

Mr. McDonovueu. Do you think the authority granted under that 
bill could be extended to meet the situation in defense housing areas 
without the additional legislation that we have before us? 

Mr. Krootrnu. No. I think that additional legislation is required, 
both on the private side and on the public side. 

On the private side, the extension of mortgage insurance now 
requires that the FHA Commissioner make a determination of the 
economic soundness of the project. He could not, as a conscientious 
Government official, discharging his obligation under that bill, make 
a determination of economic soundness as to defense housing built in 
many new expanding defense areas. He would have no way of being 
assured there would be a continued market for the defense housing. 

That is why a new title to the FHA is necessary, which will set up 
new standards under which he will be relieved of the necessity of 
making a determination of economic soundness and can make his 
determination on the basis of its necessity to meet a defense need. 

In addition, I believe that the mortgage percentages under existing 
legislation require too large a private investment on the part of 
people in terms of what they would be prepared to undertake in a 
defense situation. There is an element of uncertainty as to the con- 
tinued need in defense areas, so I am in favor of a higher preentage 
mortgage in relation to the true value of projects. 

So, for both of those reasons, I think in order to get rental housing 
in defense areas, we need a new title LX for FHA. 

In addition, on single-family housing, I think that there should be 
encouragement to put up single-family houses which, as was done 
during the last war, can be rented during the emergency and then sold 
after the emergency to people who are going to be permanent residents 
in the community. 

Section 903 of the bill includes provisions which would make it 
possible to give a firm commitment to the builder of that housing so 
that he could get his mortgage financing, rent the housing during the 
emergency, and then be in a position te sell it after the emergency. 

Those are two examples which, to my mind, demonstrate the need 
for additional legislation in order to ‘get private housing to meet 
defense needs. 

Now, coming over to the public housing side, I do not think that the 
existing public housing legislation is adequate, even as extended by 
Public Law 671, whic h was an authority to use public housing funds 
during the last war for war purposes and then have it converte od back 
into public housing for low-income purposes after the war. That 
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authority is in no way applicable to a situation where the need is not 
permanent, including a post-emergency need for low-rent public 
housing. 

In order for a project to be built under Public Law 671, there would 
have to be a showing there is a need for slum clearance and a rehousing 
of low-income families after the war. If a project is built under 
Public Law 671 and occupied during a defense emergency by defense 
workers, it is required, after the emergency to have the project revert 
to low-income families; consequently, you would have to have the 
project located in an area where this could be done. 

This is merely one example showing the need for an authorization 
of a program involving public funds to be spent to put up housing for 
the more moderate income defense workers who cannot be served by 
private housing. 

Mr. McDonovueu. Can you anticipate any of this defense housing 
being built in a defense area that is close to a populated area at the 
present time, and the emergency having passed, the housing then 
becoming low-rent housing in that area? 

Mr. Krootru. Can I anticipate such instances? 

Mr. McDonovan. Yes. Do you think that any of this defense 
housing being built under this bill will become low-rent housing 
eventually? 

Mr. Kroorn. No. The defense housing being built under this 
bill, similar to the defense housing built under the Lanham Act-——— 

Mr. McDonoveu. That was temporary under the Lanham Act. 

Mr. Kroorn. There was temporary and permanent, but this bill 
specifically provides the method of disposition of houses that are built 
with public funds. It provides for the disposition to people who live 
in the housing with a preference to veterans, and to its disposition 
for other private housing purposes. It does not contain any provision 
which would authorize the disposition of any of this housing for 
public low-rent housing purposes after the war. 

Mr. McDonovau. Well, we will assume that a contractor builds 
500 units and there is no sale for them. He has to rent them in order 
to get some return. The emergency is over and he has these 500 
houses on his hands and has to rent them. He is not going to let them 
stand idle. What will he do with them? 

Mr. Krootu. He would operate them, I assume, as private housing 
after the war, which is what many of them have done. 

Mr. McDonovau. On a rental baiss? 

Mr. Kroornu. That is right. 

Mr. McDonouanu. If it is in the low-rent category, then it would 
be considered low-rent housing, would it not? 

Mr. Kroortn. Well, it would be privately owned and operated 
housing. It is true if it turned out that you had a large supply of 
housing in the area that could not be absorbed at the rents that had 
been charged during the war, he might have to reduce his rents from 
$90 to $70 in order to fill the houses up. 

Mr. McDonoveu. Or even lower. 

Mr. Krooru. Or even lower—that is possible. 

As a matter of fact, there were some projects built during the last 
war with FHA insurance where FHA has taken the projects over 
because they became only partially occupied after the war. FHA has 
followed a policy in some cases of holding them off the market, when 
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it has taken them over, if they felt it would depreciate the market 

for rental housing in the area generally. They put the housing back 
on the market as they feel the market can abies it. A rent level is 
fixed, which might be somewhat lower than the rent level maintained 
earlier, but which fits the housing into the rental market in the area. 

Mr. McDonovueu. There is no assurance that any housing built 
under this hill for defense purposes will not become low-rent projects 
in the area after the emergency has passed and supplement the pro- 
visions of the bill passed by the Eighty-first Congress for low-rent 
housing? 

Mr. Kroorn. I would say that there are two kinds of low-rent 
housing that we can speak of. One is low-rent public housing, and 
I say that this bill contains no provision for its going into low-rent 
public housing. It contemplates it would stay in private housing. 

Now, it could well stay in private housing in a more moderate 
rental bracket. I for one would feel that it would not be a bad thing 
because most of our cities are suffering from too little rental housing 
in the moderate rental bracket. Much of the private housing that 
was built under title VI is up in the higher rental brackets. The last 
figures I saw for title VI I think showed an average rental charge of 
$82.50, which is pretty high rental when you consider that that is an 
average for the country. 

Mr. McDonovucu. What do you consider the minimum rental for 
the public housing that the Government is now building? 

Mr. Krooru. Well, if we take the public low-rent housing program, 
then in that instance the rentals to be charged should be rentals 
approximating what the families are paying in the slums. If the 
purpose of that program is, as I believe it is, to rehouse families 
in the slums and to tear down the slums, it is necessary to provide these 
homes for them at the rents that they have been paying in the slums. 

Mr. McDonovuau. That does not always follow, however. You 
know from practical experience that in rebuilding slums they do not re- 
place the housing at the same rate as the housing that was there before. 

Mr. Krooru. They may not rehouse the indentical families. It is 
certainly the purpose of the program, and the policies as they have 
been promulgated, that for a family to be eligible in public housing it 
must be living in unsafe and unsanitary housing, and have a low 
income comparable to the incomes of those living in slums. 

Mr. Deane. On the question of rents, what is the approximate 
rental on 608’s? 

Mr. Krooru. The average rental on 608 projected is $82.49, 
according to a press release issued by the FHA on June 5, 1950. 
That is a summary of what appears in their annual report for 1949. 
That averages the South and the Southwest and the low-price areas as 
well as the high-price areas. 

Mr. Deane. A lot of those projects were built at a time when 
values were much lower than they are at the present time. 

Mr. Kroorn. That is true. That is why I think it is a fair state- 
ment that under the present legislation the average rents that can be 
anticipated on private housing, including utilities and heat, will be 
from $90 to $110. 

Mr. McKinnon. To get rents down on some of this title I housing, 
would it not be practical, in your opinion, on FHA-approved property, 
to extend the amortization period over a longer time than 25 years? 





246 DEFENSE HOUSING AND COMMUNITY FACILITIES 


The economic value of this housing exceeds 25 years by a considerable 
degree? . 

Mr. Kroorn. It certainly does. As a matter of fact, just by going 
from 25 to 30 years on a $9,000 mortgage that one factor would cut 
the rent $4.50 a month. I think that certainly would be a desirable 
measure. 

Mr. Gamsie. Would not that depend upon whether or not you are 
in a ghost town? . 

Mr. McKinnon. It seems to me a longer amortization is the way 
to do it if we are to get the rentals down to the capacity of the people 
in the factories to pay, and if you can amortize the houses over a longer 
period of their economic life you are going to get the rents down with- 
out subsidizing anybody. By that method you stay away from public 
housing instead of putting up more into public housing. 

Mr. Brown. I imagine that these temporary houses would be built 
upon the defense property. For instance, at the Savannah River 
project there are 250,000 acres. I imagine all the temporary housing 
will be built there. The same would be true in Kentucky. 

Mr. Kroorn. I think that Mr. Brown is entirely correct. Where 
the need is temporary you would erect a kind of housing that is not 
contemplated to stay there. Preferably it ought to be a kind that 
you could move and use somewhere else. 

The CHARMAN. You may stand aside if there are no further ques- 
tions. We appreciate the information that you have given the 
committee. : 

You may call the next witness, Mr. Clerk. 

The Cierx. The next witness is Mr. Albert V. Whitehall, director 
of the Washington Service Bureau of the American Hospital 
Association. 


STATEMENT OF ALBERT V. WHITEHALL, DIRECTOR OF THE 
WASHINGTON SERVICE BUREAU OF THE AMERICAN HOSPITAL 
ASSOCIATION 


Mr. Wuirexnauty. My name is Albert V. Whitehall, and for 5 years 
I have been the director of the Washington Service Bureau of the 
American Hospital Association and secretary of the association’s 
Council on Government Relations. 

In the American Hospital Association are represented some 4,500 
or 4,600 of the 6,500, approximately, hospitals in the United States. 
We are particularly concerned with that section of this bill which 
would permit the Administrator to make loans or grants, or other 
payments, to public and nonprofit agencies for the provision or the 
operation of community facilities, or for the provision of community 
services. 

As that section is written it would put the Federal Government into 
the hospital business in a very large way, and as far as we can see, 
without foreseeable limits. 

We are quite concerned about this because it is our considered 
opinion that while we are preparing for an emergency, this emergency 
may go on for many, many years, or it may disappear overnight, 
and we feel that it might be quite unfortunate if we are to destroy 
the things that we are seeking to defend. 
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In the hospital field we have made great progress in the last few 
years in the program of Federal aid for the construction of hospitals 
in needy areas which we fear, if this bill becomes law, might be 
jeopardized; that is, the program which provides Federal aid for 
building hospitals. 

There is a shortage in the hospital field and the health field; a 
shortage of personnel, and there has been for many years a shortage of 
hospitals. That shortage was recognized in World War II by the 
Lanham Act, which provided as an emergency measure for com- 
munity hospitals in defense-impacted areas, on the basis of emergency 
planning. That was before there was any great attention given to 
planning for hospitals as a network to bring them within range of the 
largest number of the population. 

As a pioneer measure, the Lanham Act was very useful and has 
had many fine things said about it, but in the hospital field it has been 
generally agreed that that act produced many hospitals in unwise 
locations and of impracticable architecture. These hospitals were 
built in haste and without long-range planning and without considera- 
tion of whether they were really needed in those areas as badly as in 
other parts of the country. 

Mr. Brown. You are talking about the Hill-Burton Act. That 
does not apply to defense areas at all. 

Mr. Wuirenaty. We believe that the Hill-Burton Act should be 
tied in with this, Mr. Brown, and that this provision should take into 
consideration the planning that is going on. 

Mr. Brown. The Hill-Burton Act would not work for such defense 
areas because under this act one-third of the money is provided by 
the Federal Government, one-third by the local communities, and, in 
many instances, one-third by the State. 

Mr. Wuirexnau. We believe in planning for a hospital, and where 
the hospital should be located. There have been established in every 
State, State planning agencies which have already surveyed the needs 
of those States. In those agencies there have been developed those 
skills and experience in planning hospitals which should be utilized 
in seeing that this bill is most efficiently administered. That is our 
point in being here this morning, Mr. Brown—that with this Hill- 
Burton program, which was developed on the basis of the experience 
of the Lanham Act in World War II, we have come a step further than 
that, do you not see, in planning and developing hospitals and in 
recognizing where those hospitals are needed. 

Over the last several years there has been a great deal of attention 
paid to hospital planning, and communities have been stimulated to 
want hospitals in their areas. There is still a great deal of unmet need 
throughout our country—just the normal need. 

The reduction of the appropriations for the Hill-Burton Act last 
fall has disappointed many of these communities which have gone a 
long way on their plans. They are going to be encouraged to try to 
come to the Federal Government with petitions for assistance in 
building hospitals. In many places they need these hospitals for 
defense. 

It is a fact that hospitals will be a focal point of civil defense if we 
have civilian casualties in this country from enemy action. Hospitals 
that exist will have to carry a large portion of the biowien of organizing 
medical and other services for them. 
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Mr. Deane. How many hospitals have been slowed up because of 
the refusal of the Congress to appropriate the additional $75,000,000? 

Mr. Wurrenauu. We have no figures on that, Mr. Deane. We have 
had a great many inquiries, but we have no figures collected on that. 

The CHarrMaNn. I suggest that we let the witness finish his state- 
ment. 

Mr. Warrexsauu. Thank you, Mr. Chairman. 

In 1944, based upon the experience of the Lanham Act and the 
desire to do something to improve the planning of hospitals, the 
American Hospital Association set up a Commission on Hospital 
Care to make a study of what the needs of the country really were. 
The work of that commission coincided with the introduction and 
passage of the Hill-Burton program. That program has been gen- 
erally viewed as the most worth-while program of the Federal Govern- 
ment in recent years. Endorsed by liberals and conservatives alike 
it has met with Nation-wide approval. Why? 

Because it is unique among social programs and grant-in-aid pro- 
grams of the Federal Government in these characteristics: 

First. It required the States to make over-all State plans for sensible 
distribution of hospital facilities. 

Second. It gave the State agencies primary responsibility for 
surveys and planning. 

Third. It did require, as Mr. Brown pointed out, community 
participation which we feel has been one of the most healthy aspects 
of this program. If your emergency runs for 10 or more years you 
would not want to have the Federal Government taking over the 
hospital field. That may be a rather dangerous aspect of the ultimate 
possibilities of this legislation. 

Fourth. The Federal Government has not dictated or determined 


anything more than the broadest standards, general standards, under 
the Hill-Burton program, but the States have been free to fit their 
programs to meet their needs as they have seen them. It has been 
widely accepted as one of the best programs that the Federal Govern- 
ment has established. 

My point, as I said before, is that in every State the State agencies 
have been encouraged to gather together experienced peonie who are 


familiar with what the needs are. We feel that those people should be 
used in this program; that this program should be tied in with the 
over-all State plans; that you do not have duplicating facilities. 

One of the most serious aspects of that is this: That, as I said 
before, we have a tremendous shortage of doctors, nurses, and trained 
personnel. We are having to spread those people thin now. 

The Federal Government may have unlimited funds, but it does not 
have unlimited personnel to man these facilities. 

Just building these hospitals alone will not provide services in a 
defense area. You must be able to provide the necessary personnel 
to man them and to provide those services, and if you have to provide 
those services by withdrawing essential health personnel from com- 
munities today, then you may be in danger of destroying what you 
seek to protect. 

One of the most vigorous criticisms that the Hoover Commission 
had in its survey and plans for the reorganization of the Federal 
Government was that for many years the different Federal agencies 
have planned to build hospital facilities in various parts of the country 
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in complete disregard of what other agencies were doing in the same 
area. 

As example of that was the San Francisco area where, you will 
recall, there were several hospitals, each of them partially vacant, 
operating at tremendous cost, and most deplorable was the great 
waste of our scarce resources of trained manpower, our scarce doctors, 
nurses, and so forth. They are being wastefully distributed, and we 
have so few of them we should spread them as efficiently as possible. 

For that reason, I urge on this committee and the American Hospital 
Association also urges that such waste should be eliminated by careful 
planning. 

We have no objection to building hospitals in defense areas. Many 
of the people in the hospital field will say in defense areas there is 
need for the construction of community facilities, and perhaps in 
some emergency areas need for operating funds, but it would be a 
mistake to set this up as another competing program without putting 
in definite requirements that those persons in charge of this program 
should develop it in relation to the Nation’s community facilities as a 
whole. 

It is the aim of the American Hospital Association to improve the 
distribution of hospital facilities so that they may be available to all 
citizens. It would be a great mistake to start a program which would 
ignore the total needs of the Nation in favor of one area under stress 
of emergency. 

I want to end on this note: There is a danger of destroying what we 
seek to defend. 

That completes my statement, Mr. Chairman. 

The CuartrMAN. You realize the necessity for establishing hospitals 
in these defense areas? 

Mr. Wuirexatu. In specific areas, yes; but there are definite 
criteria for determining whether or not a hospital is needed. Those 
criteria have been developed by State agencies. and by the Hill- 
Burton program, and could be taken advantage of in this program. 

The CuatrmMan. And you want no impairment in the authority 
that the State or Federal agencies now possess in their control of the 
hospitals; is that correct? 

Mr. Wuirenaty. We ask for no impairment of present authority, 
but we would urge that some amendment—— 

The Cuarrman. I do not know that there is any provision that 
would impair the present authority in the bill. 

Mr. Wurrenaty. No; but in section 214 of the bill there is a pro- 
vision that the President may transfer the functions to an agency 
already handling it. That is permissive. We would urge that it be 
made mandatory; that the hospital construction program be handled 
through existing agencies rather than setting up new competing 
agencies. 

The CuarrmMan. That authority is now vested in the Housing and 
Home Finance Administrator in the bill. Suppose that we vest that 
authority in the President and authorize him to transfer such author- 
ity as he may deem necessary to the proper agency for the purpose of 
carrying out the purposes of the act, would you be in favor of that? 
Invest the authority now in the Housing and Home Finance Agency 
in the President and give the President authority to transfer such 
things as he deems necessary to the proper agency for the purpose of 
carrying out the objectives of the bill. 
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Mr. Wuirenaty. We would go further than that. We would re- 
quire that function to be transferred to the Surgeon General, who is 
now handling the Hill-Burton program; we would require that the 
State agencies be drawn in and consulted; that the hospital planning 
and defense areas be developed in collaboration with the State agen- 
cies, or in consultation with the State agencies, and channeled through 
them. 

The CuarrmMan. There is no reason why the State agencies would 
not be called in. Are they not in most of these places? 

Mr. Wuirexaty. Not always; not necessarily. 

The CuatrmMan. Do you not think they would be called in? 

Mr. Wurrexat. It is not necessary under this bill. Such con- 
sultation is not necessary in the bill as written. We believe that the 
bill might well be amended to make that compulsory. 

Mr. Brown. You have to build your hospitals in localities where 
there are physicians. 

Mr. Wurrenautt. When you build those hospitals in an area where 
there are doctors, you should also contemplate what the effect will be 
on the community of draining all the doctors away from that com- 
munity to the defense area. 

Mr. Gameie. You want it on a coordinated basis under the Hill- 
Burton Act rather than on a competitive basis? 

Mr. Wutrenat.. Yes. 

Mr. Gamste. Is not that in a nutshell what you are getting at? 

Mr. Wurrenaut. Yes; that is our plea. 

Mr. Wo.corr. Give us your opinion as to why there is a shortage 
of doctors. 

Mr. \\ HITEHALL. There has been a tremendous population increase. 
There have been tremendous advances in medical science. There have 
been tremendous increases in the utilization of medical services. 
People tend to go to doctors now for preventive diagnostic purposes 
whereas a generation ago they went only if they were stricken and were 
sick enough. There has been a tremendous increase in the standard 
of living which makes the utilization of doctors much greater, and the 
same for the utilization of hospitals. People go to hospitals now for 
diagnosis whereas they used to go only in desperate illnesses. 

Mr. Kitsurn. Is it not true that a great many people on relief, if 
they have a stomach ache now, go to a doctor because they do not have 
to pay the bill? That is true up in my home town. 

Mr. \\ niTeHALL. I think that the weaknesses of human nature ap- 
ply to all classes, Mr. Kilburn. 

Mr. . otcorr. Have you given any consideration to the fact that 
the requirements for admission in medical colleges are so high as to 
discourage anyone who diesn’t have a large fixed income from studying 
medicine? You have to have 4 years of high school, a 4-year college 
course, and that totals 8 years, 4 years of medical school, 2 years in- 
ternship, and it is 14 years before he makes a dollar. \ho can afford 
to take 14 years out of his life to become a doctor? Some of the best 
doctors that I know gained their experience the hard way, but they are 
diagnosing ailments and treating people about as successfully as those 
better educated. 

Mr. Mutter. Do we not find that there are thousands of highly 
qualified young men and women who are not admitted to the medical 
schools, who have the means and want to get in, and the medical 
schools exclude them because they say they do not have the facilities? 
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Mr. Wuirenatt. I believe that to be so. 

Mr. Wotcorr. Because of their scholastic requirements. You 
almost have to be a superman to get into a medical school these days. 

Mr. WuiIrEHALL. Medical education requires a great sacrifice. 

Mr. Woucort. Unless a boy’s father is independently wealthy and 
can afford to keep the boy out of employment for 14 years while he 
is learning. I know dozens of young men who would like to study 
medicine. They cannot afford to do it. I know dozens of other 
doctors who worked their way through medical schools. It is impos- 
sible to work your way through a medical school now, is it not? 

Mr. WuiITeHALL, It is pretty difficult, but with the realization, 
Mr. Wolcott, that all these things are becoming more expensive and 
more difficult, we have urged consistently that physicians and other 
personnel ought to be used as efficiently as possible and planned for 
the best distribution throughout the Nation. 

In the hospital field we have accomplished such a coordinated 
distribution of hospitals that we are making progress toward using 
those very expensive facilities in the best way possible. 

Mr. Wo tcorr. I do not know whether my question has much to 
do with the necessity for hospitals, because we all agree that there 
is a shortage of hospitals and facilities and we want to do what we can 
to correct that condition. It seems to me that the American Medical 

Association might take the initiative to make doctors more plentiful. 
' | have the same criticism to make of the American Bar Association 
regarding the requirements of lawyers. Lawyers are starving to 
death around the country today. I do not think I could afford to 
put my boy through law school and know that after he got through 
school he would not earn his salt for the first 10 years. 

The CuarrMan. Is there a shortage of physicians in private practice? 
Certainly there is not in the metropolitan areas, 

Mr. Wotcorr. Oh, yes. I can tell you of dozens of doctors who are 
tired and worn out because of the added burdens which they had to 
assumed during the Second World War. I can name dozens of them 
who said, ‘‘I will not go through this again. If I am young enough I 
will enlist. I will voluntarily enlist if they will give me a second 
lieutenant’s commission. I would rather be in the armed services 
than to be in the general practice of medicine, because we had to work 
24 hours a day.” 

Mr. Deane. Is this not true, Mr. Wolcott: Under the present 
defense legislation they propose to bring in 3 doctors for every 
1,000 men? 

Mr. Wo corr. I do not know where they are going to get them. 
In addition, I do not know what will happen to the civilian population 
if they do get them. 

I am frank in my statement that judging from the doctors I have 
talked to, of 50 or 55 years of age, they would much prefer to go into 
the service, and lead a relatively easy life, than to take the raps that 
they took during the Second World War. 

Mr. Nicuouson. Mr. Chairman? 

The CuHarrMaNn. Mr. Nicholson. 

Mr. Nicuouson. I would like to ask Mr. Whitehall a question on 
planning for hospitals. 

The Wiaers! Government closed the hospital at Massachusetts, 


did they not, because they did not need it, or something like that? I 
believe that was at Framingham. 
78408—51——17 





252 DEFENSE HOUSING AND COMMUNITY FACILITIES 


Mr. Wurrexay. I am not familiar with that particular hospital. 

Mr. Nicnouison. Do you know of any hospitals that the Federal! 
Government did close up? 

Mr. WuIrreHALL. Yes. 

Mr. Nicwouson. Outside of Massachusetts? 

Mr. Wuirenaty. Yes. There were some of the Army hospitals 
that were closed, until a couple of years ago, and I think they remained 
closed until this Korean crisis broke out. 

I would raise this further point: There have been several Veterans’ 
Administration hospitals commissioned in the last year which have 
not been able to open for operation because they have not been able 
to obtain the personnel to provide the service. The buildings are 
there, but they are not providing the service because there are not 
trained people to do so. 

Mr. Brown. What do you mean by “personnel”? Do you mean 
doctors? 

Mr. Nicnotson. Under this bill you could say to whoever had 
charge of it’ that they needed a hospital in Boston, because it was a 
defense area. It is a defense area, because probably as much is pro- 
duced in that territory as is pr oduced anywhere in the United States. 

Mr. Wuirena.t. Yes. 

Mr. Nicnoutson. They could build a hospital if they wanted to 
under this bill here, operated by the Federal Government. 

Mr. Wuirenatt. That is what we are afraid of. We believe it 
should not be done except with the advice of people who are competent 
in the field to know whether that is the proper place to build a hospital. 
We believe that that competent advice should be required, and that it 
should not be left to the discretion of the individual handling or admin- 
istering it. 

Mr. Brown, you asked me a question as to whether by ‘‘personnel”’ 
in the hospitals we mean doctors. Doctors are only a small part of 
the personnel necessary to carry on a hospital. You must have 
nurses. PS must have laboratory technicians. You must have 
skilled X-ray technicians. You must have people in the dietary 
department who are experienced technicians. You must have people 
in the business office to run it. 

In the acute general hospital you require about two full-time 
employees for every patient, to provide the quality of hospital service 
that has been developed in this country. 

Mr. Brown. I[ agree with you to a certain extent, and I agree with 
Mr. Wolcott that the Government should put more stress on medical 
colleges. 

Mr. Wurrena.y. I would not disagree with you, Mr. Brown, but I 
would carry your statement further. 

We represent in the hospital field not only the doctors concerned 
but the business managers of the hospitals and the boards of trustees 
who run those hospitals in the communities. We are looking at the 
hospital as an institution as a whole, the workshop in which the doctor 
performs his modern medical miracles, with the aid of the trained 
personnel in the hospital. 

On the medical team you will have the nurses and the dietitians 
and all the rest. 

Mr. Brown. I agree with Mr. Multer, that there are many young 
men who desire to enter medical colleges but there is no room for them. 
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We certainly should put more stress on building additional medical 
colleges. 

The CuarrMan. Is there any lack of physicians in the metropolitan 
areas? I do not think there is. I think there is a great lack in the 
rural areas, but I think that the metropolitan areas have attracted 
the physicians. It seems to me there are ample physicians for the 
metropolitan areas. 

Mr. Wuirexaty. That is true, Mr. Chairman. That is true in 
many of the larger cities, where there are more physicians than in 
rural areas, because naturally a physician will go where he can get 
the facilities to do his work. 

The Hill-Burton program has laid emphasis on distributing the 
hospitals out into the rural areas, with the hope of attracting doctors 
into those areas and bringing in the medical care where it is needed. 

The CuarrmMan. The practice in the metropolitan area is very 
much greater. 

Mr. WuiITEewAL. Yes. 

The CuarrMan. I saw not long ago a statement that the average 
physician was making $30,000 a year. I do not know whether that 
is true or not, but that is a pretty good average. 

Mr. Wuirenaty. That is an average. Many of them are making 
ess. 

The CuarrMAN. Most of those are in the cities. 

Mr. McKinnon. Mr. Chairman? 

The Cuatrman. Mr. McKinnon. 

Mr. McKinnon. Mr. Whitehall, I can understand your concern 
about this consultation, but may I direct your attention to page 5, 
section 8 of the bill, under the general policy, in which it says that 
any department or agency performing the functions hereunder shall 
in carrying out such functions consult with the appropriate State 
and local agencies having responsibility in connection with the 
planning and so forth. 

I think that is a pretty adequate guaranty in the bill that whoever 
is directed to do these jobs shall consult with your State agencies, 
who are your appropriate bodies. 

Mr. Wuirexatyu. We would hope that that would be true. 

We are also concerned with section 214, Mr. McKinnon, which 
makes the transfer of that function permissive. That is still left 
within the discretion of the administering agency, as to whether or 
not it shall make that transfer. 

Mr. McKinnon. I think you would find under the interpretation 
of the bill that this is a general statement of policy which would 
govern all the other sections under the bill. There might be a dele- 
gation of authority, as to who will take the specific jobs, but never- 
theless they are directed under section 8, whatever department is 
directed to do it, to consult with the appropriate State body. 

Mr. McDonovan. Will the gentleman yield to me? 

Mr. McKinnon. Just a moment, please. 

May I point out further that so far as the State of California is 
concerned many of our hospital officials in the State of California are 
quite critical of the Hill-Burton Act in certain provisions. 

Mr. Wurrrnaty. We know that. 

Mr. McKinnon. I think that the Hill-Burton Act, as good as it is— 
it has done magnificent work—should be altered to take care of the 
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defense impacted area, because the way the bill is worded it does not 
lace the emphasis where it is needed, under the mobilization program. 

o you agree with that? 

Mr. WuireHa.t. I would agree with that. 

Mr. Deane. If it is spelled out on one item we will run into the 
problem of being requested to spell out other community facilities. 

Mr. McKinnon. I[ think you are right. 

Mr. McDonoveu. Mr. Whitehall, do I understand you to say that 
you would like to see the bill amended so that if any hospital facilities 
are built in any defense areas under the terms of this bill that the Hill- 
ras Act should be followed in the installation of that hospital 

aciity: 

Mr. WuirrHa.t. In the planning of the location, the size of the 
hospital, and general construction plans. 

Mr. McDonoveu. Would that agree with your views insofar as 
the Hill-Burton Act is concerned in California, Mr. McKinnon? 

Mr. McKinnon. The Hill-Burton Act, Mr. McDonough, specifies 
the emphasis on construction of new hospitals being more or less in 
the rural areas. Much of our defense impact in California, as you 
well know, is not in the rural areas but is in our metropolitan centers. 
Under the Hill-Burton Act we cannot get Federal assistance for 
hospitalization in the defense areas as the act is presently interpreted 
ee written. It would have to be changed to do us any 
good. 

Mr. Wuirexa.t. In the local administration in California there 
have been disagreements as to where these hospitals should be located 
under the Hill-Burton Act. Those have been pretty much disagree- 
ments at the State level, and have been solved or worked out at the 
State level. The fault is not in the act itself but in the way it is 
administered in the State, and in the Hill-Burton program we have 
followed the policy or belief that the States should work out their 
own methods as best they can. 

Mr. McKinnon. Mr. Whitehall, I respectfully differ with you as 
to the fact that the problem has been solved. It has been settled, 
but it has not been solved. In California today under the latest 
appropriation we have had an allocation for construction of about 
10 or 12 hospitals, many of them going into small areas that have 
not felt the defense impact. They need a hospital, but not nearly 
so much as some of the defense mobilization areas. However, those 
do not become eligible under the way the bill is interpreted by the 
officials. 

Mr. Wuirexaui. We have been concerned, Mr. McKinnon, that 
areas around Los Angeles have been completely left out of the Hill- 
Burton program in California. We are not able to understand that, 
or agree with it. 

Mr. McKinnon. Certainly, if you want to pin it on the Hill- 
Burton Act we have to amend the Hill-Burton Act, or it will not be 
applicable to the mobilization problem that exists today. Do you 
agree? 

Mr. Wuitenatt. I think so. 

Mr. Mutrer. Mr. Chairman? 

The CuatrmMan. Mr. Multer. 

Mr. Mutter. Since we have gone into this question of the medical 
school facilities I would like the record to show this fact, and I think 
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you will agree it is fact: In the last 20 years there has only been one 
additional medical school chartered in the entire country: is that not 
so? 

Mr. Warrena.t. I am not familiar with that situation, Mr. Multer, 
but I would like the record to show at this point—— 

The CuatrMan. In 20 years? 

Mr. Mutrer. In the last 20 years only one additional medical 
school has been chartered, and that happened last year in New York, 
and the school is not yet in operation. 

Mr. Wurrexa.u. I would like the record to show at this point that 
in the last Congress, when the bill for Federal aid to medical education 
of all kinds was introduced, the American Hospital Association pre- 
sented testimony in support of that measure. That was our position 
than. I believe that it would probably be our position today. 

Mr. Mutter. In the existing schools during the last 20 years they 
have not increased their facilities to any extent so as to be able to 
take in additional students; is that not so? 

Mr. Wuirenatu. Yes. We are also concerned with the fact that 
there is a great shortage of nurses, and that something should be done 
to produce more nursing student recruits fh this present emergency. 

Mr. Muvtrer. Do I also understand that the American Hospital 
Association is taking a view directly opposite to that of the American 
Medical Association with reference to increased facilities for educat- 
ing men and women who want to become doctors? In other words, 
your organization is taking the position that we need more men and 
women as physicians, and we should establish additional facilities to 
train them? 

Mr. WurreHaty. That was our statement last year. 

Mr. Mutrer. Yes. 

Mr. Wuitrenatt. I would like to point out that the hospital field 
and the medical field have many interests in common, but we do not 
necessarily coincide in all of our views. 

Mr. Mutter. With reference to the educational program, the 
American Medical Association takes the position that the status quo 
is good enough; is that not so? 

Mr. WuireEna.t. I would prefer not to comment on that. 

Mr. Mutrer. Very good. 

Mr. Wripnatu. Mr. Chairman? 

The CHarrMan. Mr. Widnall. 

Mr. Wipna.t. I would like to comment’on something in connection 
with the ridiculous situation that pertains to the procurement pro- 
gram with respect to doctors in the Armed Forces today. 

You have men who have been retired from the practice of medicine, 
who are around the age of 60, who would like to enter the Armed 
Forces in any capacity, and who volunteered their services and who 
are turned down because they are over age. 

In private practice those men could still be the top men in any 
hospital. They could be operating until they are 60 or 65 or 70 or 75. 
They would be respected people in the practice of medicine, and yet 
the Armed Forces say, ‘They are too old; we cannot use them.” 
rs the same time they are saying they have such a crying need for 

octors. 

There is a situation there which should be cured, because there are 
men who are very able and willing to go and who would be excellent 
men to take care of the boys in the service. 
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Would you care to comment on that, Mr. Whitehall? 

Mr. WuItreHALL. Only to the extent that in this present emergency 
there is a great danger of becoming panicky and destroying what we 
seek to defend. There is need for careful, thoughtful planning even 
in these emergency measures. We should not move too hastily, but 
we should make use of what facilities we have not only in the question 
of aged doctors but in the question of the people who are skilled and 
experienced in planning hospitals. 

Mr. Gamsur. Have you any specific amendment you would like 
to offer, sir? 

Mr. Wurirena.u. I believe, Mr. Gamble, that there have been 
amendments suggested to this committee. I do not have such an 
amendment, but we have in general favored those amendments to 
section 214, which would make a mandatory transfer of hospital 
planning and construction to those agencies in the Federal and State 
Governments which have experience and skill in that work. 

Mr. Tatxie. Mr. Chairman? 

The CuarrMan. Mr. Talle. 

Mr. Tauus. Mr. Whitehall, is there a scarcity of X-ray technicians? 

Mr. WuHITEHALL. Yes. * 

Mr. Tauue. Is that an acute shortage? 

Mr. Wuirexa.t. I have been told that it is. 

Mr. Tauie. How long does it take to train them? 

Mr. Wuirena... I have been told it takes from 2 to 3 years. I 
would not be exact on that, but I believe that is the case. The ad- 
visory committee, whose chairman is Dr. Howard Rusk, the advisory 
committee to the National Security Resources Board and to the se- 
lective service with respect to the doctors’ draft, has called the par- 
ticular attention of the selective service boards to the fact that X-ray 
technicians take quite a while in training and should be given special 
consideration in the matter of their deferment where they are essential 
in civilian practice. 

Mr. Tatie. What is the prospect for the future, would you say? 

Mr. WuitEHALL. I am not able to answer that with authority. 
I am sorry. 

Mr. Tauuie. That is all, Mr. Chairman. Thank you. 

(The following matter was submitted for the record by Mr. Talle:) 


STATEMENT OF Dr. Water B. Martin, or Norrourk, Va., MEMBER OF THE 
Boarp OF TRUSTEES OF THE AMERICAN MEpIcAL ASSOCIATION, ON BEHALF 
OF THE AMERICAN MeEpIcAL AssOcIATION, ON H. R. 1272 


The American Medical Association regrets that because of unavoidable circum- 
stances it was unable to send witnesses to testify before your committee on H. R. 
1272. However, it has some very definite opinions as to the wisdom of some 
provisions in title II of that bill which it wishes to call to your attention. 

During World War II, a situation presented itself in several sections of the 
country where many local communities found themselves unable to meet the 
requirements that were forced upon them for additional health facilities because 
of the unexpected increase in population. Emergency legislation was enacted 
(the Lanham Act) which solved many of these problems more or less satisfactorily. 
At the close of the war, permanent legislation (Hill-Burton Act) was enacted. The 
object of the permanent legislation was to retain the long-range advantages of the 
Lanham Act, as it applied to hospital construction. At National and State levels 
staffs of qualified personnel have been collected to supervise the program so as to 
insure, as far as possible, that hospitals will be constructed where they are most 
needed. Under the Hill-Burton Act it is possible for a State to secure Federal 
financial assistance in building hospitals or health centers where such centers are 
needed. This law has been very useful; with it hospitals have been and are being 
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constructed in places where they are needed but where they probably would not 
have been built without Federal assistance. This has been, in our opinion, 
a goo l law. 

We strongly urge the Congress not to authorize a new hospital construction 
program until it has been clearly shown that the Hill-Burton machinery is not 
adequate to meet the emergencies we foresee. It should be kept in mind that 
the proposed law, while it is described as emergency legislation, emphasizes 
that hospitals and other institutions to be built under it shall be permanent in 
character. In other words, we would be building for the future just as we are 
building for the present and the future under the Hill-Burton Act. 

There is, however, another proposition which must have been brought to your 
attention. Senator Hill and Representative Priest have and are sponsoring 
legislation that would make available to any community on application Federal 
assistance and funds for creating and establishing local health units. This 
legislation recognizes the emergency conditions that may prevail and attempts to 
assist any community in rendering for itself such temporary or permanent facilities 
as may be required to maintain and protect the public health and welfare. 

With these two measures more or less available (the one already operating and 
the other a measure which passed one House last year and was reported out of 
committee in the other House), it seems unnecessary to enact other legislation. 

There is another objection to the title II provision for the construction of 
hospitals. It would give the agency designated by the President to administer 
the law, sole authority, if cooperation of the local or State officials is not obtain- 
able, to make the decision as to whether or not a hospital is needed by a particular 
community. Other witnesses have called attention to the fact that population 
concentration in the vicinity of a defense plant is usually spread over an area of a 
5- to 20-mile radius and is rately highly congested. It should be realized also 
that if hospitals are constructed thus, wholly at the expense of the Federal Govern- 
ment, the community will expect the Government to maintain them after the 
emergency subsides. They cannot be abandoned as readily as dwellings and, in 
the efforts that would be made to continue their existence, the Government would 
be under constant pressure to extend its activities to provide medical services 
independent of local cooperation. 

If the present Hill-Burton law should prove inadequate, it would be far simpler 
and more expedient to amend it rather than set up an entirely new administrative 
machinery. 

Attention should also be directed to the fact that, as new hospitals may be 
constructed, the demand for doctors will increase. To conserve our medical 
manpower, therefore, present facilities should be used to their utmost before 
new ones are constructed. 


THe Mopern Hospitat, 
Chicago, Ill., January 25, 1951. 
Hon. Henry O. TAuue, 
House Banking and Currency Committee, 
United States Congress, Washington, D. C. 

Dear ConGREssMAN TALLE: Robert Cunningham, Jr., our managing editor, 
and I respectfully request that the attached statement in the form of an editorial 
which appears in the February 1951 issue of the Modern Hospital magazine be 
included in your hearings on the Defense Housing and Community Facilities and 
Services Act of 1951 (S. 349). 

During World War II, I served as head hospital consultant in the War Produc- 
tion Board. Long contact during these days with the Federal Works Agency, 
administrator of the old Lanham Act, and the Division of Hospital Facilities, 
United States Public Health Service, in connection with my job of handling 
priorities for hospital equipment, supplies, and construction proved conclusively 
to me the importance of concentrating all matters concerning civilian hospitals 
in one Federal agency. The United States Public Health Service is the one 
agency qualified by experience and technical personnel to carry responsibility and 
authority for all hospital matters. 

In connection with problems currently facing hospitals, I believe you will also 
be interested in the attached copy of an editorial which appeared in our January 
1951 issue. 

If there is further information that we can supply, please do not hesitate to call 
on us, 

Sincerely yours, 
FE. W. Jones, Vice President. 
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[From the Modern Hospital, January 1951] 
Looxinc ForRWARD 
LET’S DO IT RIGHT THIS TIME 


As the war news worsened last month, gloom settled on the Nation like a cold 
winter fog. Through the fog, it was possible to see the dark shape of a familiar, 
jail-like strueture—the planned defense economy in which business as usual 
seemed certain to be imprisoned for years to come. As the Nation’s business 
moved glumly closer to the outer walls of the prison, it suffered more from un- 
certainty than from anything else. For weeks, or perhaps months, it would be 
im possible for any group to know the size and shape of the cell it was destined to 
occupy. 

For many hospital people, uncertainty was already presenting problems that 
seemed impossible to come to grips with. In half a dozen Washington offices, 
letters, telegrams, and long-distance calls were piling up from worried adminis- 
trators and trustees across the country: ‘Our contractor won’t bid unless we 
can get him a priority on steel. How should we proceed to get this right away?” 
“Building held up pending availability copper tubing. Please advise.” ‘De- 
livery needed equipment postponed. Can you help clear this up?” 

In mid-December, there was still nothing Washington could do about these 
pleas. As yet, there were no priorities for hospitals, no way to proceed toward 
clearing delivery of steel, or tubing, or medical equipment. To the hospital 
whose building was slowed or stopped or whose operations were hampered by 
shortages, it mattered little whether the needed material had actually disappeared 
into a defense industry or was simply being withheld somewhere along the line 
by a supplier whose own operations were plagued by uncertainties. In the 
mind of every administrator who faced this kind of problem, one question was 
waiting to be answered: “Is it going to be as bad as it was last time?” 

The way things were moving in Washington last month, it seemed unlikely 
that the wild hassle of 1942 and 1943 would be repeated. There were many 
similarities, but there were some hopeful differences. For one thing, health 
needs were in everybody’s mind. There was an Office of Health Resources in 
the National Security Resources Board. As early as November, the Federal 
Security Agency had been named a ‘‘claimant agency” to deal with the National 
Production Authority on civilian health needs—specifically, for “estimating, 
presenting, and justifying’? such needs. If the machinery for presenting and 
justifying claims for hospital priority was not yet in readiness, the estimating 
machine was already beginning to spin inside the FSA’s Public Health Service. 
But the most hopeful sign of all was the fact that in the Public Health Service 
there were able men and women who knew the civilian hospital economy and 
understood its predicament. It seemed certain that they would be called on to 
help chart the course hospitals would have to take through the defense fog. 
Last month, they were ready to be called. 

However able the navigators, the course was sure to be twisted, narrow and 
rocky, with many a treacherous shoal that would be difficult to avoid. Thus it 
seemed sensible to ask for advice from a man who knew these tricky waters as 
well as anyone could. As hospital consultant to the War Production Board during 
World War II, Everett W. Jones had come aboard in midchannel last time and 
had to steer his way without the aid of charts. Last month, he looked out across 
the water and saw some familiar, threatening rip tides and a few buoys warning 
of dangers already recognized. 

“The lack of action in the early months of 1942 was undoubtedly caused by the 
failure of WPB’s top officials to recognize the vital role of hospitals in maintaining 
a high level of health and hence supporting an all-out war effort,’ Mr. Jones 
recalled. ‘In the early days of WPB hospitals had to file priority applications 
with many different bureaus, divisions, branches, and sections. These applica- 
tions were then handled by dozens of well-meaning people, most of whom had 
only the foggiest idea of the importance of civilian hospitals in the war effort and 
the need for the supplies and equipment that hospitals had to have to continue 
their work. 

‘Applications for such mechanical and electrical items as boilers, stokers, pumps, 
motors, and switchboards were being processed, or buried, by people who had no 
conception of the use of steam and electricity in a hospital. Applications for pro- 
fessional and technical equipment were being handled by former leather goods and 
insurance salesmen. These men meant well, but they just didn’t have the back- 
ground of training and experience needed for their difficult WPB jobs. 
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“Hospital construction applications were shunted around from one bureau to 
another. Applications for city, county, and State hospitals went to one office and 
those for non-Government hospitals to another. If it hadn’t been for the early 
work of such men as Dr. James Crabtree and Dr. Vane Hoge of the Public Health 
Service, the situation would have been far worse than it was. 

“WPB and the Federal Works Agency had issued regulations specifying what 
kinds of hospitals could be built and what type of construction and materials 
could be used,’’ Mr. Jones continued. ‘‘These regulations were issued without 
advice from practical hospital executives, architects and consultants. An example 
of the orders which emerged was one limiting hospitals, regardless of size, to the 
impractical, wasteful, one-story, pavilion type of building. This type was specified 
with the mistaken idea that critical materials would be saved. Apparently no 
thought was given to the fact that civilian hospitals were crippled with a critical 
shortage of employees, and that no one but the Army could possibly get enough 
help to run this single-story type of hospital when the size exceeded 75 or 100 beds. 

“One man in Washington—Maury Maverick, Chief of the Government Re- 
quirements Bureau in WPB—really seemed to appreciate the importance of hos- 
pitals as the foundation of civilian health. Furthermore, he realized the need for 
one central agency, manned by experienced hospital executives, to handle applica- 
tions for everything needed in planning, building, equipping, and operating hos- 
pitals. With his help, the suggestion that a committee of hospital representatives 
had made to the WPB was finally adopted, and the hospital section was organized. 
For the next 6 months, there was a struggle to get the new section staffed with experi- 
enced hospital people and accepted by all groups in WPB and other Federal 
agencies, and by hospitals themselves. These experiences from World War II 
should point the way to avoiding the same mistakes again.” 

Specifically, Mr. Jones urged Federal agencies responsible for wartime planning 
to make certain the following steps had been taken or were taken immediately: 

1. Recognize the fundamental importance of hospitals in keeping the population 
healthy and hence able most effectively to carry on an all-out war effort. 

2. Estimate total quantities of all building materials, mechanical, electrical, 
and food preparation and serving equipment and professional equipment needed 
for hospitals and other health agencies called for in the master plans for health 
facilities developed in each State. Also estimate operating supplies needed as 
original stock to put these facilities into operation. 

3. Obtain annual consumption figures for all kinds of operating supplies from a 
large enough sample of hospitals to permit reasonably accurate estimates of total 
annual consumption needs of all hospitals. Also estimate annual equipment 
replacement needs. 

4. Make certain civilian hospitals get the best materials for building and equip- 
ment. (“The average community group can’t afford to operate a hospital in 
which shoddy materials have been used, inevitably with higher maintenance costs 
soon after operations begin,’ Mr. Jones explained. ‘If galvanized-iron sterilizers 
and work tables and other such substitutes must be used, let them go into the 
temporary Armed Forces hospitals, and give the permanent materials to civilian 
hospitals. The long-term soundness of this should be self-evident. It does not 
mean at all that we shouldn’t be giving the very best care to members of the 
armed services. It’s simply a question of manpower. The armed services can 
get all the help they need to operate their hospitals; civilian hospitals cannot com- 
mand’even the minimum essential personnel.’’) 

5. Establish a priority and allocations system which will guarantee that hos- 
pitals and health agencies have their proper place of importance in the whole 
economy. (‘We dare not rate hospitals and beauty parlors in the same category, 
as was done far too long last time.’’) 

6. Assign the job of looking after the needs of all civilian hospitals to the Publie 
Health Service, whose appropriate divisions are staffed with able executives ex- 
perienced in hospital administration, planning and engineering and in laboratory, 
pharmacy, nursing, dietary, and other related operations. With the additional 
offices and staffs needed to operate an allocations system, these people can see the 
job through. 

7. Appoint an advisory council of persons experienced in all phases of hospital 
and health planning and administration, to advise and consult with public health 
and production authorities in Washington and in the field. (“In addition to 
appropriate representation from hospital, medical, nursing, and related organ- 
izations, this group should include representatives of the Hospital Industries 
Association, American Surgical Trade Association, Surgical Manufacturers 
Trade Association, American Pharmaceutical Association, and others familiar 
with the suppliers’ problems.’’) 
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For hospitals themselves, Mr. Jones had these recommendations: 

1. Intensify efforts to train personnel in labor-saving methods and conservation 
of equipment and supplies. Speed up action looking toward standardization of 
supplies and simplification of procedures in all hospital departments. 

2. Establish recommended stock and inventory control records and methods. 
(“As items needed by civilians become scarce, losses from hospital stocks will! 
increase. Such losses must be stopped. Hospitals must be ready to furnish 
consumption data to Federal agencies-on short notice.’’) 

3. Stop seare buying. Don’t build inventories up beyond normal operating 
needs plus authorized civil defense requirements. (‘‘Under the Defense Produc- 
tion Act, the National Production Authority is empowered to requisition ‘excess’ 
inventories.”) Order equipment for new buildings as far in advance as possible. 

4. Stop placing orders for the same items with several manufacturers or sup- 
pliers and canceling duplicate orders when one shipment is received. (‘‘This 
makes intelligent planning impossible and needlessly complicates the whole 
manufacturing and distributing ‘problem. Work with your suppliers, and they 
will help you.’’) 

5. Make up your mind that “business as usual” is at an end. (‘When they 
really understood the seriousness of the situation during the last war, hospital 
administrators cooperated splendidly with WPB.’’) 

6. Prepare now for the elimination of all luxury services and organize for the 
best possible care of patients under wartime conditions. (‘‘Plan now—don’t 
wait. Start building volunteer organizations that will help staff all hospital 
departments if personnel shortages should become severe.’’) 

7. Don’t wait for civil defense and production authorities to tell you what to 
do. Get together now with your local and State associations to develop esti- 
mates and statements of your problems and needs. (‘Regional planning and 
coordination of services will be essential to effective wartime operation of 
hospitals.”’) 

“By acting wisely now, we can avoid many of the mistakes that caused costly 
delays and misunderstandings during the early days of World War II,” Mr. 
Jones concluded. ‘Fortunately, hospitals and their organizations are stronger 
today than they have ever been before, and we have learned how to work effec- 
tively with Government agencies and officials. The experience of hospitals 
during the war and postwar years should help us avoid the same mistakes during 
the present emergency, however severe it may become.” 


CONFUSION IN CONSTRUCTION 


Under the stress of emergency, the comparative purity of Federal aid to hos- 
pitals as it has been administered under the Hill-Burton Act is being threatened— 
not by political influence, as has often been feared, but by the equally disruptive 
force of confusion. Already the Civil Defense Act passed by the lame-duck 
Congress authorizes the Reconstruction Finance Corporation to make loans for 
hospitals in so-called target areas and permits the Civil Defense Administrator 
to make direct grants to hospitals for building bomb shelters. In making a few 
hospital loans in the past, the RFC has usually sought advice from professional 
sources in the Public Health Service, but there is no assurance that such advice 
will be sought or heeded if hospital grants are stepped up under the new law. 

Last month, hearings were under way on another bill that would dilute the 
authority of the Public Health Service as the Federal agency responsible for plan- 
ning and authorizing aid to hospitals. Under Senator Maybank’s proposed 
“Defense Housing and Community Facilities and Services Act’’ (S. 349), the 
Housing and Home Finance Administrator would be authorized to provide any 
community facilities or services, including hospitals, where such facilities in his 
judgment are needed “‘to support national defense activities.”” In other words, 
the Administrator could build hospitals wherever he decided they were needed 
to care for temporarily swollen defense industry populations, without reference 
to the permanent needs of these communities as developed by professional plan- 
ning groups under the Hill-Burton program. A further provision of the bill 
would permit the Administrator to appropriate funds for the maintenance and 
operation of such facilities to the extent they are deemed necessary to national 
defense activities. An all but unnoticed feature of an emergency “Housing” 
Act, this might easily be at least as long a step toward socialized medicine as the 
Federal health insurance program about which there has been so much hullabaloo. 
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A so-called compromise provision of the Housing Act would give the President 
authority to transfer the administrator’s functions, powers and duties to another 
agency in connection with the provision of community facilities, where any other 
officer, department, or agency of the Government has facilities adapted to the 
performance of similar duties. Under this provision, presumably, the President 
could request the Public Health Service to take over in connection with the 
building of hospitals in defense areas. But it is strictly a horse-and-rabbit com- 
promise; there is no assurance that the President would do anything of the kind. 

To many hospital people, the defense housing bill in its present form is reminis- 
cent of the wartime Lanham Act under which so many hospitals, some of which 
weren’t needed in the first place, were built at excessive cost of critical manpower 
and materials. It is not within the competence of hospital people to decide 
whether or not such an act is needed at all, but so far as its ‘‘community facilities” 
features are concerned, hospital people know that it should be revised to put the 
administration of Federal funds for hospitals where it belongs—in the Public 
Health Service. 


The Cuarrman. If there are no further questions the witness may 
stand aside. 

There are no further witnesses, I believe, this morning, and we have 
a rather heavy docket tomorrow. It has been suggested that we 
meet at 10 o’clock, if that is satisfactory to the committee. 

(Thereupon, at 11:57 a. m., Tuesday, January 30, 1951, an ad- 
journment was taken until 10 a. m., Wednesday, January 31, 1951.) 


House oF REPRESENTATIVES, 
Washington, D. C., February 6, 1951. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington 25, D. C. 

My Dear Cotieacue: The enclosed copy of letter from the Honorable Douglas 
McKay, Governor of the State of Oregon, Salem, Oreg., refers to the provisions 
of H. R. 1272 and is self-explanatory. 

I would appreciate it if your committee would thoroughly consider Governor 
McKay’s proposals. 

Sincerely yours, 
Water NorsBiap. 


STATE OF OREGON, 
Executive DEPARTMENT, 
Salem, January 29, 1951. 
Congressman WaLTER NoRBLAD, 
House Office Building, Washington, D. C. 


Dear Watt: At the meeting of my natural resources advisory committee on 
January 24, 1951, certain sections of Senate bill 349, which related to the con- 
struction and operation of community facilities and community services for 
defense housing projects, were discussed. The committee, which consists of the 
executive heads. of State departments concerned with the development and con- 
servation of natural resources, was particularly concerned with the provisions of 
title II, section 205, in which the Housing and Home Finance Administrator is 
authorized, without regard to any Federal, State, or municipal laws, ordinances, 
rules, or regulations, to do all things which he determines necessary or desirable 
in the public interests for and in the planning, acquisition, construction, and 
maintenance of housing or community facilities. 

“Community facilities’ as defined in title II, section 215, paragraph (c), 
include waterworks, sewers, sewage, garbage- and refuse-disposal facilities, police 
and fire-protection facilities, public sanitary facilities, works for treatment and 
purification of water, schools, hospitals, and other places for the care of the sick, 
recreational facilities, streets and roads, and day-care centers. 

The committee, by unanimous vote, objected to the provisions granted to the 
Housing and Home Finance Administrator in regard to public-water supplies, 
public water-supply systems, sewers, sewage-treatment works, public sanitary 
facilities, and water treatment or purification. The State of Oregon has been 
endeavoring for a number of years to remedy sanitary conditions in our streams 
and for public places. It has been conscious of the necessity for the conservation 
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of its natural resources and for the protection of public health and, as stated 
above, planned programs for the improvement of water supplies and ‘abatement 
of stream pollution are now under way, and for the Government to step in and 
ignore these things will not only disrupt the State’s program but we will lose 
much valuable education on that subject that we now have. 

The committee feels that it is very much against the public policy for the 
Federal Government to disregard State or municipal laws. Also, the committee 
feels that if public housing is constructed along this line it might be some time 
before we will be able to make a clearance and thus we will continue to have a 
disregard of sanitary authorities. 

It is belief of the committee that public policy, as expressed by paragraph 8 of 
section 2, is sound. It reads as follows: 

“Any department or agency performing functions hereunder shall, in carrying 
out such functions, consult with the appropriate State and local agencies having 

responsibilities i in connection with the planning, provision, construction, or opera- 

tion of community facilities or services, so that, insofar as practicable, community 
facilities assisted or provided pursuant to this Act may be integrated with State 
and local programs for such facilities and services.” 

It is my earnest request that everything possible be done to change this act 
before it becomes a law. 

Sincerely, 
Dovetas McKay, Governor. 
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WEDNESDAY, JANUARY 31, 1951 


Hovuss or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., in the committee room of the House 
Banking and Currency Committee, the Honorable Brent Spence 
(chairman) presiding, for further consideration of H. R. 1272. 

Members present: Spence, Brown, Rains, Multer, O’Brien, Mc- 
Kinnon, Dollinger, Fugate, Kluezynski, Gamble, Talle, Kilburn, 
Nicholson, Widnall, Betts. 

The CHatRMAN. The committee will be in order. The clerk will call 
the first witness. 

The Cuierk. The first witness is Mr. Ralph Walker, president of the 
American Institute of Architects. 


STATEMENT OF RALPH WALKER, PRESIDENT OF THE AMERICAN 
INSTITUTE OF ARCHITECTS 


Mr. Waker. Mr. Chairman and members of the committee, my 
name is Ralph Walker and I represent, as its president, the American 
Institute of Architects. I greatly appreciate the opportunity to 
appear before this committee to present for your consideration obser- 
vations in support of the Defense Housing and Community Facilities 
and Services Act of 1951. 

While the American Institute of Architects has not had any con- 
certed action by our membership on this bill, a convention approval 
as late as May of 1950 was in favor of Federal action in the housing 
fie'\d. We are wholeheartedly, therefore, in back of the general policy 
to provide, through private enterprise where practical, with Govern- 
ment help if absolutely needed, adequate housing to accompany our 
defense effort. We further agree that community services and facili- 
ties are eminently desirable, whether provided by private enterprise 
or Government aid; and that in time of crises such as these we should 
strive to build as permanently as practicable; and also that individual 
ownership, finally, is a desirable thing for American citizens. We 
accept with keen interest and hope the provisions of title III of the 
bill, although we would like to see them strengthened. 

When I wrote this brief statement I did it from copious notes and 
then later read the bill. There is some confusion between title II and 
title III, but I think they follow through, and I have not tried to 
change them. 

We have no quarrel with the present Administrator of the Housing 
and Home Finance Agency, Mr. Raymond Foley, for whom we have 
great admiration. We would, however, suggest that where broad 
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powers are indicated in such phrases as “the President will deter- 
mine,” or where “the Administrator is authorized,’’ and I add, “‘where 
the Commissioner is authorized,” that some hardships may develop, 
and that again, as in the powers recently given to the NPA, a review 
committee, with membership in large part of the construction indus- 
try, be authorized to review such hardships as they may develop. 

We realize the difficulties which will arise but believe the suggestion 
to be in line with democratic procedures. The construction indust 
is definitely grass roots, middle class, and made up of many aaall 
business—probably well over 200,000 units throughout the country. 
Government actions which affect it are liable, therefore, to be felt 
directly upon a wide base of generally fair earning power. The archi- 
tectural profession is concerned with many contacts with all parts of 
this industry, for not only do we touch all the design professions 
having to do with all shelter, but also with all the building trades. 
We recognize and witness the effects of any legislation upon both 
employer and labor. Actions which may not seem unduly arbitrary at 
the source may well be unnecessarily severe in separate localities. 

We have no outstanding criticism of any of the provisions of the 
bill, as indicated under titles I and II, except the item of proposed 
costs. The legislation should carry, without doubt, an indication 
as to what housing units may cost under this bill; but, some authority 
should be given the power to recognize that in some cases in very 
isolated places especially, or due to delays in obtaining materials, or 
to other difficulties—that these costs may be exceeded. So, again, a 
commission to determine the actual conditions might be both desirable 
and effective. 

In the matter of title III, we are wholeheartedly in favor of the 
provisions. We would like to see them broadened in every possible 
way to encourage State and county agencies to zone and plan areas 
adjacent to towns and cities, as well as in the isolated areas, with the 
intent to eliminate the wasteful spread and misuse of land to be seen 
everywhere in the present trend toward urban decentralization. We 
would like to see this great defense effort used to influence true com- 
munity development rather than merely to continue the presently 
seen amorphous growth of ribbonlike future slums along the main 
highways out of cities. There has been much talk about the English 
new town movement. We architects are not necessarily advocating 
this solution as the only one possible, but we do believe that there is 
a definite relationship between a reasonably sized community and 
responsible citizenship, responsible toward not only their own good 
living but what is more essential here, toward high productivity. 

We would suggest that at present there do not appear any definite 
requirements for a coordination in the placing of industry and the 
necessary housing to make the community efficient, not only in the 
isolated areas indicated in the title but also alongside present cities 
or towns. We believe that the planning provisions should be 
strengthened. Therefore, there should be definite requirements that 
all the work under the bill should carry definite plans for all the 
community facilities and amenities necessary to encourage a low 
turn-over of labor. Federal moneys should not be used to encourage 
slovenly shack towns. Moreover, the sum of $10,000,000 for this 
purpose would seem far from adequate, 
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Under title IV the question of prefabrication is considered and a 
definite sum set aside to encourage further development. Again, the 
American Institute of Architects is in approval. Anything which can 
thoughtfully be brought forward to improve the character of small- 
house construction, developing factors of both desirability and econ- 
omy, will be welcome. If, however, there has been a act of 
appropriation to the HHFA for the purpose of research and which 
they now are authorized to do under previous legislation then, frankly, 
I think a mistake might be made. There is an urgent need for further 
research in this field, and whether the results are immediate or not they 
should not be lost sight of because of an emergency. 

The CHAIRMAN. ven Government construction is done by private 
architects, is it not? 

Mr. Wacker. A great deal of it, sir. We all believe this new dis- 
persal plan for Washington will also be done by private architects. 

The CuHarrMAN. The private architects do plans for public housing? 

Mr. Waker. We are definitely in favor of the bill. You are 
right, Mr. Chairman, private architects do plans for public housing. 
We have a selfish interest in this, without question. We do not mind 
admitting that we hope to get some. 

The CuarrmMan, You have no suggestion to make concerning a 
change in the bill? 

Mr. Wacker. None at all. 

We would like to see a strengthening of the planning requirements 
to make for better communities. 

I have traveled all over this country. I am a city planner as well 
as an architect, and I have been disturbed by the amorphous growth, 
as I have said in my statement, along the highways of our cities. 

In a case like this where Federal moneys are being used, it seems to 
me to be very desirable for that influence to be used toward better 
planning. There is no question in the world but that that influence 
is a desirable one. 

We have problems in the development of schools,"shopping districts, 
— facilities which we hope will keep labor contented and on 
the job. 

Some of you may have seen what happened to the well-organized 
plans at Willow Run which became later a shack town. Out in 
Oregon, because of the shipbuilding industry, another shack town 
was built. There was a high turn-over of labor, so we believe that a 
well-organized community will help in high productivity of labor. 

Mr. GamsBue. You are from New York City, are you not? 

Mr. Waker. Yes, 

Mr. Gamsue. What firm do you represent? 

Mr. Waker. Vorys, Walker, Foley & Smith. I am part of a song. 

Mr. GamB.ez, You testified before the Joint Housing Committee, 
I believe. 

Mr. Waker, That is right. 

The CHAarrMAN. You want the present policy substantially continued? 

Mr, Waker. That is right. We have no objection to it. As I 
said, I do think there are places where hardships may be considered. 
I think that industry should be heard before the ax falls. We think 
that is a desirable thing. 

Mr. Gamsue, Would you like to tighten up some of the discre- 
tionary provisions? 
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Mr. Waker. Yes. 

Mr. Gamsuie. They are too broad at the present time? 

Mr. Waker. Yes. Then we would like something for review. 

There is no provision we can see where industry and housing have 
been tied together. In other words, somebody could put a plan out 
here and the housing would have to follow it. Perhaps it might be a 
more desirable place for a plan, but maybe an undesirable place for 
community life. 

Mr. Gamsue. How far do you think you could go in this with regard 
to zoning, and so forth? It seems to me that they might be able to 
include a zoning provision. 

Mr. Waker. Do you think they could? 

Mr. GamBLe. It is wide open. 

Mr. Wacker. I think it is wide open. 

Mr. Gamste. I do not think that is the intent. I do not think 
that it should be. 

Mr. Waker. It seems to me if the communities themselves will 
not take care of that fringe zoning problem that exists everywhere 
throughout the country, perhaps the Federal Government might step 
in and do a job for the community. It would still be a desirable thing 
to do. 

Mr. Gambier. How are we getting along on the modification of 
building codes? 

Mr. Waker. In New York State? 

Mr. Gamste. Generally throughout the country. 

Mr. Waker. That is a big problem for discussion. 

Mr. Gams Le. It is very important. 

Mr. Waker. There are several ways of handling it. There is a 
good deal of opposition on both sides as to whether it should be done 
on a regional basis or done on a State basis, or whether it should be 
done on a national basis. There is much to be said in favor of all 
three. Discussions have been going on for some time in relation to a 
universal building code. 

The CuarrMan,. If there are no further questions, you may stand 
aside. Weare glad to have had your views and we will consider them. 

Mr. Clerk, call the next witness. 

The Cierx. The next witness is Mr. L. Walter Henslee, president, 
National Association of Housing Officials. 


STATEMENT OF L. WALTER HENSLEE, PRESIDENT, NATIONAL 
ASSOCIATION OF HOUSING OFFICIALS 


Mr. Hensier. My name is Walter Henslee, of Galveston, Tex. I 
am appearing before you as president of the National Association of 
Housing Officials. 

The purpose of the association is to improve the standards and prac- 
tices of all phases of public administration related directly to housing. 
It is a nonprofit nonpartisan organization concerned primarily with the 
administrative and operating problems of slum clearance, redevelop- 
ment, and large-scale housing—public and private. The association 
is supported by membership dues, by income from publication sales 
and advertising, and by grants from foundations interested in the 
advancement of public administration. 
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Naturally, we are interested in the entire contents of H. R. 1272. 
However, we would like to cover only a few of the points involved 
which we believe to be of especial importance. We are in general 
agreement with the declaration of policy contained in section 2 of the 
bill, and hope that this bill will be adopted in such form as will best 
carry out this declaration. 

The general approach of the bill appears sound, especially with 
respect to the following four principles it uses: 

1. It recognizes that private housing should be utilized to the great- 
est. possible extent. We have consistently advocated the use of 
public housing only where private housing cannot fill the need, and 
in this instance title I appears to go to great lengths to keep the major 
task in the hands of private builders. 

2. It assumes that some federally financed housing will be needed 
to reach families who cannot reach the lowest limits achieved by 
private builders in either rent levels or sale prices. 

3. It authorizes essential aids to local communities in providing 
community facilities and services where the need for such services 
has been brought about or increased substantially because of defense 
work. 

4. It emphasizes the need for providing housing of a permanent 
nature rather than the temporary type produced by previous war 
housing measures. It is well known that a very large percentage of 
the World War II temporary housing is still occupied today, and in 
fact in some cases temporary World War I housing is still in use. 

In connection with rents which will be paid by defense workers 
under title I, we feel compelled to point out that there will be families 
in such work who will not be financially able to pay the rentals of 
from $90 upward which it is felt this bill will produce. In the vast 
majority of defense areas in the country, there are many laborers 
whose weekly income will be approximately $50. It cannot be expected 
that these laborers can pay $90 per month for rent, nor can it be ex- 
pected that the mortgage insurance produced under title I will be able 
to achieve monthly rentals in the vicinity of $50, which is about all 
such laborers can pay. We hope the need for housing such workers 
will be carefully developed under title II, or elsewhere in the bill. 
The importance of housing workers in this bracket is just as important 
to the defense effort as those in higher income brackets. 

It appears to us that cost limitations imposed under title I by virtue 
of the 90 percent loan figures, and by the limits themselves in title IJ, 
are unduly restrictive and may make it impossible for the program 
to operate in many areas. We believe careful consideration should be 
given either to a possible increase in these statutory limits, or to a 
provision giving the Administrator authority to exceed such limits 
where he finds the bill to be unworkable because of them. 

It is our understanding from the bill that existing agencies will be 
utilized to the greatest possible extent in the operation of the program 
proposed in the bill, both in housing and in community facilities. 
We favor this, and urge that the provisions of the bill be made uniform, 
clear, and quite positive in this respect. It is our belief that a better 
job can be done at considerably less cost and with much better support 
in local communities if maximum use is made of agencies, organiza- 
tions, and public bodies with training and personnel experienced in 
their particular fields. 

78408—51——18 
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Mr. Ratns. As I understand it, you are president of the National 
Association of Housing Officials. For the record, we would like to 
know who makes up that association. 

Mr. Hensuee. The association is made up in the first part princi- 
pally of employees of local housing authorities. 

The next large segment is largely from businessmen, professionals, 
and others, who form the commissions of the various local housing 
authorities, serving without pay in that capacity in the various 
communities. 

It is made up also of a small number of employees of Federal agencies 
engaged in that field. I think there is less than 10 percent of our 
membership from that source. 

Then, a few interested private people in the field of real estate, 
architecture, and various other fields. 

Mr. Rarns. And they belong to the organization? 

Mr. HEeNsLEE. Yes. 

Mr. Rains. You mentioned the fact that the price limits set in the 
bill would be restrictive. What do yeu have in mind—different areas 
of the country? 

Mr. Hensuer. Yes; I have in mind different areas. I think the 
price limits as set in the bill will work in many areas, but I think that 
it may confine the working of the bill to those areas and eliminate 
-some of the areas where housing for the defense effort may be especially 
needed because of the high cost of construction in those certain areas. 

Mr. Rarns. Is it your attitude, or feeling, if there is need for any 
type of housing for low-income workers, it should be operated by the 
local housing authorities in those communities? 

Mr. Hensuer. Yes. If the building is under title II, I presume 
you mean; yes. I think that it should be. 

The housing authorities are set up with trained personnel and are 
able to step in and avoid the hiring of complete new staffs for that 
purpose. 

Mr. Rarns. You mentioned the fact in your statement also that 
you think the facilities and services mentioned in this bill—and I 
assume that you have reference to the school and day-care program 
for children and pollution and the other things—should be performed 
by the agency with personnel already trained to do the job instead 
-of putting in new agencies; is that correct? 

Mr. Henstrexr. Yes. As a general principle; yes, that isright. We 
do not pretend to be experts in the field of community services, but 
it is our feeling, just in housing, where trained personnel is at work 
in any agency or organization, it should be used rather than employing 
new personnel. 

Mr. Rains. You certainly feel if they build schools in some of these 
new mushroom places that are anticipated they should be operated 
by the local school boards; do you not? 

Mr. Hensuer. Absolutely. 

Mr. Rains. That is all, Mr. Chairman. 

Mr. GamBue. You say in the next to the last paragraph on page 2 
that the cost limitations by virtue of the 90 percent loan figure should 
be increased. What do you mean by that? Do you want to get 
more than 90 percent on a mortgage? 

Mr. Henstez. No, sir. What I had in mind, sir, is that where the 
‘90 percent, for instance, produces a figure of $8,100, that assumes a 
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value of at least $9,000. It is my feeling that private builders gener- 
ally will be reluctant to put too much of their own money into a risk 
in an area which is strictly a defense area and which may not enable 
them to come out after the emergency. Therefore, it is my belief, 
that will virtually result in a $9,000 limitation on the cost of that 
building, and some consideration should be given to permitting the 
Administrator to increase that in areas which do indicate a high cost 
figure. 

OMe. GAMBLE. In other words, increase it in those areas where there 
is the most chance of there being a possible loss on the mortgage. 

Mr. Hensteez. Yes, sir; that is right. 

Mr. GamBue. That is all, Mr. Chairman. 

Mr. Brown. Mr. Chairman? 

The CuarrmMan. Mr. Brown. 

Mr. Brown. In a project which is costing $260,000,000 or more, 
you are going to bring in a whole lot of people to that area who will 
want to live there all the time. : 

The temporary housing probably will be constructed on the land 
belonging to the Government. Those people will be moved when the 
prajact is pecs aarp The defense area will extend miles from there. 

ou certainly are going to need more homes. Most of them should 
be mpenenent omes. In my opinion you will not have any trouble 
at all. 

Mr. Rarns. As I understand it, you favor the idea of permanent 
homes in those places; is that correct? 

Mr. Hensuee. Yes, sir; we certainly favor permanent homes in the 
defense areas, and with respect to the demountables in the completely 
new communities which are created, I certainly was not referring to 
that. It is only in those areas around the metropolitan areas where 
the cost index is high and where it may be impossible to build at the 
values in the bill. 

Mr. Brown. They will move thousands of people to this 250,000- 
acre tract of land. It will take a lot of housing. I think it will be 
easier to get them built under this bill. 

Mr. Hxunsuxx. I think so, sir. 

Mr. GamBuez. That is going to be permanent housing? 

Mr. Brown. That is right. 

Mr. Gamsiz. Where there is a permanent installation. 

Mr. Brown. That is right. 

Mr. Henstzx. I think in areas where the Government moves in 
like that that the bill as it now stands would be completely workable. 
I donot doubt that. However, where it is necessary in a metropolitan 
area to increase those figures it is my belief that the bill as worded 
would prevent that area from being able to participate in the program, 
unless the Administrator had some right to increase those limits for 
such special cases. 

The Cuarrman. If there are no further questions, Mr. Henslee, 
you may stand aside. 

Mr. Henstex. Thank you, sir. 

The CHarrMan. Mr. Clerk, call the next witness. 

The House meets at 11 o’clock today. We will ask for authority 
to sit while the House is in session during general debate. 

The Cuerx. Mr. William P. Atkinson, president of the National 
Association of Home Builders. 
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STATEMENT OF W. P. ATKINSON, PRESIDENT, NATIONAL ASSO- 
CIATION OF HOME BUILDERS, ACCOMPANIED BY HERBERT S. 
COLTON, GENERAL COUNSEL, WASHINGTON, D. C. 


Mr. Arxinson. Mr. Chairman and honorable members of the com- 
mittee, I have with me our general counsel, Mr. Herbert S. Colton, 
who will assist me. 

My name is W. P. (Bill) Atkinson. I am a home builder in Midwest 
City, Okla. I come before you today as president of the National 
Association of Home Builders. 

Incidentally, for your information, I received that big title just the 
latter part of last week. I am extremely proud of it. The reason I 
am is because I am so proud of the home builders in America and the 
kind of job we have been doing the last 10 years. 

I do not need to tell you gentlemen the kind of record that has been 
set by our industry. You know that we have broken all records, not 
only in 1949, but we have broken records that no one ever expected 
this industry could break in 1950. 

I should say at this point in all fairness it is thanks to you gentle- 
men and your foresight in giving us legislation that has enabled us 
to give so many people homes. 

There is still another reason that I am extremely proud of the 
accomplishments of our industry. I honestly feel that we are giving 
the home owners more for their money today than ever before in the 
home-building history, all things considered. A home that persons 
would have been satisfied with 10 or 12 years ago the people will not 
give a second look today. We have made great strides and really 
great progress in new methods and new techniques, in reducing the 
construction cost and at the same time making the home more livable 
and giving greater and more convenience than ever before in the 
history of the home-building industry. 

I think that I should tell you also, that I am very familiar with 
the problem of building houses in a defense economy. It seems that 
every time I get on my feet I find some way to work in the name of 
Midwest City, which happens to be the little city of which I am often 
called the father. This town was started, by the way, in 1942. It is 
located 9 miles southeast of Oklahoma City, and it was started to 
serve that great Tinker Field installation there, with which I am sure 
all you gentlemen are familiar. 

I think it is only proper at this time to tell you that at the time this 
installation came in, it was advertised in the newspapers we were going 
to have about 4,000 civilian employees at this one installation. ‘There 
were a great many problems involved. As a matter of fact, I remem- 
ber at that time the Government agency headquarters in Dallas came 
up there to confer with the commanding officer and the members of 
the chamber of commerce and explained to them that if private enter- 
prise could not do the job or could not do it fast enough or could not 
hold the rents down low enough something would have to be done. 
Thank goodness the commanding officer and those other groups 
listened to us and worked with us and gave us an opportunity to do 
the job, and today I am proud to announce that we now have a perma- 
nent community of over 11,000 people living there, and I believe that 
practically every individual home is now occupied by an owner, al- 
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though we do have approximately 500 units there that were built for 
rent and, of course, are still being rented. 

I thought I should tell you that to let you know that I have per- 
sonally gone through the experience of the last war in building defense 
housing. 

It is my privilege and responsibility to present to you the recom- 
mendations of our association regarding the problem of supplying 
both civilian and defense-worker housing in the year ahead, as 
developed at our recent annual convention. More than 5,000 of our 
members and 11,000 mortgage bankers, lumber dealers, architects, 
manufacturers of building materials and others concerned with home 
building met in Chicago last week. At that time our mortgage 
finance and legislative committees met one full day to discuss the 
provisions of H, R. 1272 and S. 349. We took our recommendations 
to the board of directors. Our board of directors, by the way, con- 
sists of 247 men. 

I failed to tell you a while ago that, the association has grown from 
nothing in 1942 to 19,247 as of yesterday in membership. 

We had the benefit of opinion of Senators Sparkman and Dirksen, 
Representative Dewey Short, Housing Administrator Foley, FHA 
Commissioner Richards, VA Home Loan Chief King, Federal Reserve 
Board Consultant Clarke and a score of other representatives of 
Government and industry. After hearing all these individuals, 
our national board approved a policy statement, which I have been 
instructed to present to you for your earnest consideration. 

— your permission, I would like to read that statement word for 
word. 

Before doing so, however, I think it well to point out that the 
legislation before you is an omnibus bill. It contains five separate 
titles and deals with numerous aspects of defense housing. The 
policy statement makes clear, I believe, that, in our opinion, many of 
the bill’s provisions are well adapted to the problems which they seek 
to solve. With others, we find ourselves in disagreement. 

In issuing this statement, our board of directors felt it best simply 
to present our views to this committee on the various matters with 
which the bill deals, in the hope that the Congress in its final version 
of this legislation would reflect these constructive suggestions. I 
should also like to say that we have confidence that whatever legis- 
lation is passed will be ably administered by Administrator Foley. 
Although we are not in agreement with him as to the adequacy of 
H. R. 1272 and S. 349, we heartily approve of the general spirit of 
the policy statement of the legislation insofar as it expresses the 
intent that— 

Private enterprise shall be encouraged to provide as large a part of the total 
defense housing needed as it can, with special governmental assistance being made 


available where feasible and necessary to enable private enterprise to provide 
more of the total defense housing needed; 


and— 


defense housing shall be constructed by the Government only where it cannot 
otherwise be provided when and where needed. 

Our eight-point policy statement is as follows: 

1. As a basic national policy, it should be clearly recognized that 
private industry, if not hindered by unnecessary and unrealistic re- 
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strictions, can provide housing wherever and when needed for defense. 
The following program proposes such additional governmental aids as 
may be necessary to enable private enterprise to carry out this policy. 

2. The credit ‘curbs of October 12 should be relaxed in areas desiz- 
nated as “defense areas” so that as many homes as possible may be 
produced under existing legislation. I think it Poll ¢ d be said right 
here that, in our opinion, this is the first and the most important step 
to assure an adequate supply of housing for defense workers. While the 
other points in this statement evoked some discussion in our board of 
directors, there was unanimous agreement that many areas in which 
war production will undoubtedly be expanded should immediately be 
designated as “defense areas” and regulation X relaxed at once in 
those areas. 

By this action, housing construction of various types, both for 
rental and for sale, would be encouraged now while the supply of 
critical building materials, particularly on metal items, is reasonably 
adequate. The Federal Reserve Board, with the concurrence of the 
Housing Administrator, already has authority to take this action. 
Further delays in doing so can only result in frantic efforts to stimu- 
late construction at a later date under much greater difficulties than 
now exist. 

3. In any defense area in which the relaxation of credit controls 
does not prove sufficient to provide the necessary amounts of housing 
for defense workers, the National Housing Act should be amended to 
provide a title which would authorize F HA to insure, in designated 


defense areas, 90 percent loans on multifamily units and on one- to 
four-family units for rental or for owner occupancy, based upon ac- 
ceptable risk in view of the emergency. Maximum mortgage limits in 
such title should provide a suitable extra amount in higher-cost areas 


at the discretion of FHA. 

4. In areas where the need will not extend beyond the defense 
emergency, FHA should be provided with a separate defense insur- 
ance fund to insure—and Federal National Mortgage Association 
authorized to commit to buy—loans on rental projects of mobile or 
demountable-type housing on such terms as the Commissioner shall 
prescribe and at an amortization rate not necessarily limited to the 
estimated period of the need. 

5. The FHA insurance authorization should be increased sufficiently 
to sites er the new titles and FHA operations under existing titles. 

6. The Wherry Act should be extended for at least 2 years and 
a also to include projects of the Atomic Energy Commission. 

. A limited sum should be authorized with which the Federal 
Girvexamniat may provide, or assist local governments to provide, 
utilities or community facilities in defense areas where local govern- 
ments are unable to do so without such aid. 

8. The emergency should not be used as an excuse to further public 
housing. The subsidized public-housing program should be suspended 
at least for the duration of the emergency so that Federal funds and 
critical materials can be conserved for defense purposes. 

Going back to point 1. As a basic national policy, it should be 
clearly recognized that private industry, if not hindered by unneces- 
sary and unrealistic restrictions, can provide housing wherever and 
when needed for defense. 
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The record of the home building industry during the past 10 years 
proves this point. During World War II, we produced a million 
homes for defense workers. In the 5 years following the war, under 
difficult conditions, we housed nearly 5,000,000 families. I am sure 
you know that during the year 1950 we built 1,353,000 houses and 
could have built considerably more if the Federal Government had 
not cut production by tightening upon mortgage credit through the 
issuance of regulation X. 

We think, moreover, that in your consideration of defense housing, 
it should be recognized that an adequate housing supply for all of our 
people, insofar as is consistent with the supply of defense materials, 
is essential. We must recognize the disruption of family life and the 
economic dislocation which is the inevitable result of too drastic 
restrictions on home building. 

While we are fully eognizant of the need for conserving critical 
materials and manpower, and our industry will without question 
yield to the needs of military production, we want to emphasize that 
those in charge of defense mobilization should bear clearly in mind 
the vital necessity to a sound economy of an adequate housing supply. 
This is particularly true if, because of a continued unsettled inter- 
national situation, this country is required to maintain for a long 
period what has been described as a “garrison economy.” 

Point 2. Regulation X and the FHA and VA credit curbs of October 
12 should be relaxed in areas designated as defense areas so that as 
many homes as possible may be produced in those areas under existing 
legislation immediately. 

Under the authority granted in the Defense Production Act, 
passed by this Congress last summer, mortgage credit controls were 
issued October 12 covering the financing of individual home pur- 
chases. They were extended about 3 weeks ago to include rental 
properties. These controls are drastically curtailing builders’ plans 
for production later this year. 

I think I should digress just a moment to explain to you gentlemen, 
since I am also in the business of developing, that it takes anywhere 
from 3 to 5 months to make lots ready on which to build homes. 
That is getting the streets and water and sewers and so forth, I 
should even go back to obtaining the necessary land planning, and to 
getting your plat recorded. It takes quite a bit of time. 

I can tell you, also, that since regulation X was put into effect that 
in many, many areas with which I happen to be personally familiar 
developers have just stopped operations, and you cannot blame them. 
There is so much uncertainty, and they have no reason to go forward 
because they do not know what the future holds insofar as housing 
is concerned. As a result, they have stopped making lots ready on 
which to build houses. 

If we are not careful we could find in many areas when the need is on 
us, and a great need is on us in defense areas, that we are going to have 
a period of delay there. It could be a several-month period before we 
can actually start building houses, because of the sharp curtailment of 
regulation X. 

In many areas which undoubtedly will be designated by the Govern- 
ment as defense areas within a few months, builders are now abandon- 
ing plans to go forward with homes of the very type that will be badly 
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needed later this year. While credit controls may have served a useful 
purpose in October, the situation has changed rapidly since then. [| 
understand that Mr. Raymond Foley, Administrator of the Housing 
and Home Finance Agency, in his testimony before you, as well as in 
his public statements, has expressed his intention to relax controls in 
defense areas before resorting to this bill. This agrees with our 
thinking. We believe it important, however, that this be done im- 
mediately and that the bill itself, contain such a requirement. 

It is our opinion that many of our defense workers in our plants 
this time are going to be veterans of World War II. Many of those 
veterans for obvious reasons will not be called back into service. 
By a relaxation of regulation X and giving them the privilege that 
was given them in the veterans’ bill of rights, and giving it to them 
now in areas we are certain are going to be defense areas, it would 
give them the right to own a home on the same favorable basis as so 
many of hundreds of thousands of veterans have heretofore bought 
homes. 

We believe that surely one of the most important things we say in 
our testimony, and the thing we were unanimously agreed upon at 
our convention, and the thing that could probably save us more 
heartaches and troubles in housing our defense workers, would be as 
quickly as possible to relax regulation X in defense areas. I think we 
all concede that should not be too difficult a job, even right today. 
In some instances we know the plants are presently under construc- 
tion, and we know approximately how many people are going to be 
employed. We plead with you to use your influence to get regulation 
X relaxed in those areas in order that we may go ahead with our lot 
development and make this housing supply available. In this way 
it will not be necessary to resort to other things which I am sure all of 
us would not like to do if it were not necessary. 

Point 4. In any defense area in which the relaxation of credit 
controls does not prove sufficient to provide the necessary amounts 
of housing for defense workers, the National Housing Act should be 
amended to provide a title which would authorize FHA to insure, in 
designated defense areas, 90-percent loans on multifamily units and 
on one- to four-family units for rental or for owner occupancy, based 
upon acceptable risk in view of the emergency. 

The substance of this suggestion is contained in title I of the bill 
before you. It provides to the home-building industry substantially 
the same legislative aid as existed in World War II. As I have stated, 
during that emergency private builders housed 1,000,000 families of 
workers in defense industries. The subject matter of this title is 
essential legislation for use when arid if the materials supply for 
housing becomes so tight as to require concentration of housing effort 
upon defense housing needs rather than upon the maintenance of 
adequate housing supply in general. However, while generally endors- 
ing title I objective of this bill, I would like to say one word of caution 
with respect to its administration and to offer two amendments, 
urgently essential if it is to serve its intended purpose. 

First, we feel that defense housing needs will be most quickly and 
effectively met by maintaining a normal flexibility of choice between 
rentals and home ownership. We do not feel that it should be assumed 
that rental housing even in defense areas will cover the entire need 
of persons coming into those areas to work in defense factories. The 
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experience of World War II proves this. Thousands of workers who 
moved into cities and towns to take war jobs remained and found work 
in those communities after the war was over. Many of you probably 
know this from experience in your own areas. We caution, therefore, 
against concentration on rental housing, while recognizing the impor- 
tance of that segment of the need. Defense workers share the tradi- 
tional American desire for a home of their own. For the average 
citizen, home ownership is not only the anchor of his family life and 
the fulfillment of a deep-rooted instinct but, perhaps even more 
important in these uncertain times, represents for him the closest 
(and in many cases the only) possible approach to economic security. 

This is perhaps more a matter of administration than of legislation 
but we stress.it at this time, while basic government defense policies 
are being shaped, because we conceive it to be of vital importance. 

Second, I suggest two amendments if the bill is to operate in all 
defense areas with equal effectiveness: 

(a) Section 903 (b) (2) should be appropriately amended to provide 
mortgage insurance on three and four-family units. The bill provides 
for mortgage insurance on multifamily units and on one to two- 
family units. It does not make any provision for three and four- 
family units which in many areas, particularly in smaller towns, are 
a well established means of supplying rental housing. 

(6) The maximum mortgage limits in section 903 (b) (2) and in 
section 908 (b) (2) (D) should be appropriately amended to provide 
a suitable extra amount in higher cost areas at the discretion of FHA. 

The CHarrman. Mr. Atkinson? 

Mr. Arxinson. Yes, sir. 

The CuarrMan. There is a quorum call of the House, and I think 
the Members would like to answer their names. There is an im- 
portant bill being considered. 

I thought if you could conclude your statement now we could come 
back to interrogate you, but you have a good bit more to read, do you 
not? 

Mr. Arxinson. Yes, sir; I have six more pages. 

The CuarrMan. Well, the committee will stand in recess until we 
can answer the quorum call. 

(Thereupon a. short recess was taken.) 

The CHarrRMAN. The committee will be in order. Mr. Atkinson, 
take your seat, and please resume your statement. 

Mr. Gamsue. Mr. Chairman, | suggest that Mr. Atkinson start on 
page 9, about the middle of the page where he recommends amend- 
ments. I suggest that you reread that one paragraph dealing with 
the amendments, Mr. Atkinson. 

Mr. Arxinson. Second, I suggest two amendments if the bill is to 
operate in all defense areas with equal effectiveness: 

(a) Section 903 (b) (2) should be appropriately amended to provide 
mortgage insurance on three- and four-family units. The bill provides 
for mortgage insurance on multifamily units and on one- to two-family 
units. It does not make any provision for three- and four-family 
units which in many areas, particularly in smaller towns, are a well 
established means of supplying rental housing. 

(6) The maximum mortgage limits in section 903 (b) (2) and in 
section 908 (b) (2) (D) should be appropriately amended to provide 
a suitable extra amount in higher cost areas at the discretion of FHA. 
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We suggest an additional $900 mortgage amount in such areas. 
You may perhaps recall that I made the same suggestion when | 
appeared before you on the bill which was later enacted as Public 
Law 475, Eighty-first Congress. At that time I submitted to you 
comparative costs as developed by the FHA offices in some 11 cities 
in various parts of the country. Those costs varied from $7,250 in 
Shreveport, La., to $8,268 in Milwaukee, Wis., on an identical house, 
using a $1,000 standard land cost. As a result, the Eighty-first 
Congress inserted in FHA section 203 (b) (2) (D) a provision exactly 
along the lines that I am now urging. 

Point 4. Loans on rental projects of mobile or demountable type 
housing in areas of temporary need. 

This suggestion is designed to make available in isolated areas 
where the need will be temporary the resources of private financing. 
In many such areas, habitable, sanitary housing, thoroughly satis- 
factory to its occupants, could be quickly and cheaply provided were 
a financing device available such as is available through FHA to 
more orthodox housing. While the foreseeable need in such cases 
might be of limited duration, portable or mobile structures would 
have an economic life beyond such limited period and would justify 
longer term financing. We suggest that FHA be authorized to pro- 
vide such insurance under its title | program. Such insurance 
should be available only in areas in which it is determined that there 
is no need for housing of sufficiently long duration to justify opera- 
tions under any other available method of financing. I understand 
that a somewhat similar suggestion has been made to you by a 
previous witness. 

Point 5. The FHA insurance authorization should be increased 
appropriately to permit it to continue operation of its existing legisla- 
tion and to provide funds for the new titles suggested. 

Authorization to FHA to insure mortgages does not, of course, 
require expenditures from the Federal Treasury, as is sometimes 
mistakenly assumed. On the contrary, as you of course know, the 
FHA insurance operation during the past 17 years has constantly 
shown a very substantial profit. The mortgages covered by its in- 
surance are steadily being amortized and the Government liability 
thereon consequently reduced. I believe it is reasonable to say 
that any mortgage loan insured by FHA which has been out- 
standing for 5 years is probably beyond the point of any risk of 
substantial loss. Not only does FHA insurance provide a means for 
stimulating home construction without the expenditure of tax funds 
but, in our opinion, the contingent liability thereby undertaken will 
probably not. result in a loss. 

Because of the high volume of construction during the past few 
vears, and the higher average mortgage resulting from the general 
upward trend in the economy, the existing limit on FHA insurance 
authorization is rapidly being approached. Extending that limit will 
be the greatest single anti-inflationary step that could possibly be 
taken in the home-building field, in that it would further the produc- 
tion of soundly built, moderately priced homes without expenditure 
from the Federal Treasury. Section 505 of the bill before you makes 
provision for an additional $3,000,000,000 in mortgage-insurance 
authorization. We endorse this as essential legislation for the pro- 
duction of privately financed housing. 
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Point 6. The Wherry Act should be extended for at least 2 years 
and amended to include projects of the Atomic Energy Commission. 

About 2 years ago the Congress wisely provided a form of FHA 
insurance which is FHA title 8, but known popularly as the Wherry 
Act. This permitted private builders to build family quarters on 
defense installations. Some 32,359 units have been applied for under 
that act so far to be privately financed and built without the outlay 
of tax funds. A substantial number of additional units are in various 
stages of planning. This act expires this coming July 1. Since it is 
reasonable to expect expanded activity in and around the various 
bases and installations of the Armed Forces, and consequent need for 
housing of the families of the personnel stationed there. Title 8 
should be extended for a further period of 2 years until July 1, 1953. 

Since the act has worked so well in the case of the Armed Forces, 
its use should be extended for projects of the Atomic Energy Com- 
mission. Provisions to this effect are contained in section 501 of this 
bill which we endorse. 

We believe that the Wherry Act should be further amended by the 
addition of a discretionary provision for higher maximum mortgage 
limits in areas of higher cost, as discussed above with respect to other 
titles of the National Housing Act. 

Point 7. A limited sum should be authorized with which the 
Federal Government may provide, or assist local governments to 
provide, utilities or community facilities in defense areas where local 
governments are unable to do so without such aid. 

In many communities, the construction of houses for incoming 
defense workers will be at such a rate that the local government will 
find itself utterly unable to finance necessary immediate expansion of 
utilities and public services. New schools and hospitals, as well as 
sewer and water trunk lines must be provided; without them the new 
housing would be useless. 

Authority and funds for that purpose were provided in World War 
II and were vital factors in the production of defense homes by private 
industry. 

Title II of the present bill contains such authority. However, it is 
inextricably interwoven with other provisions of that title which, in 
our opinion, seek to take advantage of the defense emergency as an 
excuse for additional public housing. We recommend that the com- 
munity facilities and services portions of Title II be segregated in a 
separate title and passed. 

Point 8. (a) Defense housing needs should not be used as a device 
for a new public housing raid upon the Treasury. 

(b) The subsidized housing program should be suspended at least 
for the duration of the emergency so that critical materials can be 
conserved for defense purposes. 

(a) This title has no limits either in the amount of the authoriza- 
tion or as to the duration of the authority there provided. Since it 
contains no termination date, it would become a permanent part of 
Federal legislation. It would authorize public housing not only in- 
isolated areas but in any areas in which, in the judgment of the Ad- 
ministrator, private industry would not be able to provide the housing. 
Under section 202 (a), housing in these latter areas would be of per- 
manent construction and one to two-family structures. This of 
course, is the very type of housing which home builders are trained 
and experienced in producing. 
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The tremendous production record of private home building during 
the past 10 years, in contrast to the demonstrated incapacity of public 
housing to produce any volume of living accommodations during the 
18 months since passage of the Public Housing Act of 1949, makes us 
believe that private enterprise can provide housing anywhere in which 
there is a need for it. Particularly, we are opposed to the waste and 
inefficiencies inherent in public housing at a time when we face the 
heaviest tax burden in our history to pay for the necessary costs of 
rearmament. 

(6) Under the Public Housing Act of 1949, authority was given to 
the PHA to commit the Federal Treasury over a period of 40 years to 
an expenditure of $13,320,000,000. As we pointed out at the time, 
the Federal Treasury can be committed for those sums without further 
review by this Congress of an appropriation. As we pointed out at 
the time, housing units built by the Government in most instances 
cost considerably more than similar units built by private enterprise. 
At a time when the American taxpayers are staggering under the 
heaviest burden of taxation in history, and are willingly prepared to 
submit to additional taxation to meet what they know to be necessary 
defense needs for thevery preservation of America, the unrestricted 
authority in PHA to commit the Federal Government to expend huge 
sums of money each year for the next 40 years is indefensible. 
This growing feeling was recently reflected by one of the local public 
housing authorities. The public housing authority of Breckenridge, 
Tex., returned to the Federal Treasury three-quarters of a million 
dollars previously allocated to it for the construction of 75 housing 
units and resolved as follows: 

When the forces of communism threaten our very life, the Housing Authority of 
the City of Breckenridge, Tex., goes on record as asking the Federal Public Housing 
Authority to suspend the allocation of money to be spent on peacetime housing 
and that this Federal money be applied to training our citizens and arming our 


men to fight and protect the freedoms of our people against communism and 
world aggression. 


an Now, that was quoted from the housing authority of Breckenridge, 
ex. 

This rising tide of opposition to the expenditure of funds for sub- 
sidized public housing, however, does not deter those in charge of the 
PHA. I think it is only fair to say here that, after all, the employees 
of PHA, or those in any of our Government agencies are there to do 
their job, and it is only human that they want to make a good record 
for themselves, and, of course, they are going to be aggressive and try 
to have as much public housing built as possible, because if this bill 
is passed that is the job that will be given to them to do. I think we 
can show you that in many cases housing was built where even they 
think it should not have been placed. 

This bill in title II and in some of the other sections of title V seeks 
to preserve and extend the entire program. Section 502 seeks to 
amend an obscure law which would give permission to PHA to use the 
war housing emergency as an excuse for the construction of their 
entire program. Section 507, 508, and 509 further seek to convert to 
public housing an unused provision of the National Housing Act— 
title VII—which provides a system of yield insurance to private 
financing. 

We feel that the Congress should strike from the bill all the pro- 
visions of title II which establish defense public housing; sections 
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502, 507, 508, and 509. We urge that it also suspend, at least for 
the duration of the emergency, the entire public housing program. 
I believe one of the gentlemen, I understand from Breckenridge, at 
the time the last resolution was passed made the statement that 
regardless of the actions taken there that that money would not be 
diverted to arms and munitions for our men because it had been ear- 
marked by Congress for public housing so, of course, it would be for 
Congress to change that law and suspend public housing during the 
emergency. 

At the very least, we submit sound governmental practice requires 
that the Congress exercise its traditional control of the purse strings 
with respect to this program by forbidding any further public housing 
expenditures until details of the estimated cost of the proposed projects 
have been submitted to and approved by it in an appropriations bill. 

That was the one thing that we objected strenously to before when 
this bill was passed, that we did feel that they should come before 
the Appropriations Committee for their money each time. 

Thank you very much. 

Mr. O’Brien. Mr. Chairman, I would like to ask a few questions 
of Mr. Atkinson. 

The CuarrmMan. Mr. O’Brien. 

Mr. O’Brien. Mr. Atkinson, would it not be your estimate that 
the majority of the defense workers that would move into defense 
areas would be prospective renters rather than prospective home 
buyers? 

Mr. Atkinson. Yes, I would think so, although our experience 
during the last war, was that a great majority of those people remained 
where they moved. That was our experience, and I think you will 
find that true this time, too, particularly in permanent installations. 
However, I agree with you wholeheartedly. 

Mr. O’Brien. That the majority of the immigrants would be pro- 
spective renters rather than prospective home buyers? 

Mr. Arxinson. I think we should make that assumption and there- 
fore nag should make provisions to provide rental housing for those 
people. 

Mr. O’Brien. There are many provisions in this bill which provide 
for home purchasing by these defense workers, but I imagine that 
only a minority would be able to avail themselves of that. The 
majority would be looking for places to rent. In your estimate of 
the cost of these housing units that would be built for rent, what would 
be the range of the rentals? 

Mr. Arkrinson. Of course, that would depend entirely on the area 
and it would depend entirely upon the ingenuity of the builders. 
And there I would like to tell you something that we are very proud of. 

Mr. O’Brren. Let us stick to this point for a little while, if we may. 
There would be no rent control in this new construction, would there? 

Mr. Arxinson. Yes; as I understand, under this bill, it would be 
up to the FHA Administrator to set the rent under title LX. 

Mr. O’Brien. And you are agreeable to that? 

Mr. ArKrnson. Yes. 

Mr. O’Brien. How much do you estimate a family dwelling unit 
of two or three bedrooms would rent for? 

Mr. Arxrnson. Of course, that would depend upon the cost, 
Congressman; and, of course, it would depend upon the particular 
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area, the tax structure; it would depend upon a great number of 
things, but to get specific—and that is what you want now—— 

Mr. O’Brien, Yes, that is what I would like to have. 

Mr. Arxinson. I am going to reach down into this pile again and 
show you what is being done and therefore it is reasonable to assume 
that it can be done. And that is the activity on which our associa- 
tion has planned this year to put the greatest emphasis; that is, on low- 
rental housing, or rather low-cost rental housing, shall we say. It just 
happens that yesterday one of the gentlemen was in from Georgia, 
Mr. Powell. I did not happen to know him, But he was a member of 
our association, of Powell & Clay Co. They have some photographs 
here of some really beautiful apartments, brick veneer, which rent, 
with all the utilities, for $65 a month. 

Mr. O’Brien, Mr. Atkinson, in Mr. Foley’s testimony, he antici- 
pated that rentals would range from $75 to $93 a month. Those were 
shelter rentals. In addition, there would be the cost of heat and 
utilities. Does that fit in with your estimate? 

Mr. Arxinson. No doubt, in some areas, where they have 
exceptionally high land costs, and there are certain restrictions or 
requirements, we are going to have to go to higher levels; there is no 
question about that, in some areas. 

Mr. O’Brien. The minimum wage law of this country is 75 cents an 
hour and that is on a 40-hour-a-week basis. Even anticipating over- 
time during defense production, would you not agree that there would 
be a great many families in the bracket of defense workers, whose 
family income would not exceed $50 to $60 a week? 

Mr. Atkinson. The best check that I have been able to make, and 
I will admit that it is a very quick check, is this. I would say that 
would be the very minimum that is being paid today on a 40-hour 
week. And, according to statements that we get from newspapers 
and others, every indication is that we are going to go on a 44-hour 
or a 48-hour week. Also, I believe that those minimum figures that 
you are giving do not include any overtime which, I am sure everybody 
will agree will be required. 

Mr. O’Brien. Mr. Atkinson, the minimum wage law sets a wage 
of 75 cents an hour. Even allowing for overtime, the workers in the 
lowest paid bracket would not make more than $50 to $60 a week. 
How could they ever afford to pay these rentals? 

Mr. Arxinson. I should not think that it would be necessary to 
build new housing to take care of all these people who are going to 
need housing. 

Mr. O’Brien. I am not referring to all of them. I am referring 
to a certain percentage of them. 

Mr. Arxinson. What I mean to say is, using the ingenuity that 
I know the home builder has—and I think this is the most important 
point of all—— 

Mr. O’Brien. What I am taking issue with you on, in my line of 
questions, is your statement that you wish an amendment to this bill 
that would abolish the public housing program provided in the act of 
1949. Ido not think that you have reconciled your advocacy of such 
an amendment with the facts you have presented on what these rentals 
will probably be. 

Mr. Arxrnson. It is true, Congressman, that we stated in our 
testimony that if we are given the proper cooperation by the Govern- 
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ment, we believe that private enterprise can do the job. We believe 
we can do it faster. We believe we can do it more economically. 

Here is one of our leading builders, from Memphis, Tenn., Wallace 
Johnson. Here are some photographs of a really beautiful apartment. 
You can see that even from there. It is really very, very nice. 

Mr. GamsBuie. How much do those rent for? 

Mr. Arkinson. Believe it or not, one bedroom unit, only $32.50 a 
month, including everything except electricity; two bedrooms, only 
$40 amonth. And I am glad to report to you that Wallace Johnson 
has agreed to act as the chairman of a committee in which we are 
going to put all the emphasis possible on getting these units. We are 
going to surprise you, I think, on what we can do. 

Mr. O’Brien. I hope you can, but I know you cannot perform 
miracles or do the impossible. I think you are going to be able to 
contribute a great deal to this housing program. The Public Housing 
Act of 1949 meets the needs of the people; a small minority, but still 
it is there. I do not think you have really touched that situation. 
The point that I am making is that I do not see where you can recon- 
cile the statements you have made and the evidence you have pre- 
sented with your advocacy of this amendment to eliminate the pro- 
visions in the law of 1949. 

Mr. Arxinson. Along that same line, Congressman, if you will 
check with the FHA—and again, we are rather proud of the progress 
that we are making—I think you will find that in the last 2 years 
we have built more homes, more living units, for the minority group 
than we did in 16 years previously. 

The Cuarrman, Mr. Atkinson, as I understand it, your organization 
favors Government stimulation of private enterprise? 

Mr. Arkrinson. Yes, sir. 

The CuarrMan, In the building industry; you favor FHA insurance 
and other insurance features? 

Mr. Atkinson. 100 percent; yes, sir. 

The CuHarrmMan. You favor Government stimulation of private 
enterprise in the building industry? 

Mr. ArxKinson. Yes, sir. 

The CuarrMan. | believe you said that 5,000,000 homes have been 
built since the war? 

Mr. Atkinson. That is correct. 

The CHarrMAN. How many of those homes were built as a result 
of Government stimulation through insured mortgages? 

Mr. Arxinson. I could not tell you exactly, but surely the greater 
part; there is no question about that. 

The CHarrMaNn. The greater part? 

Mr. Arxrinson. There is no question about that. 

Mr. Gamste. I read the other day that it was 40 percent. I do 
not know whether that is correct or not. 

The CuatrMan. That did stimulate the building industry? 

Mr. Arxinson. I happen to operate in an area where we make 
great use of the FHA. I am given to understand that the actual facts 
are that the figure is 38 percent. I will let Mr. Colton support these 
figures. I am sorry that I do not have that exact figure on the tip 
of my tongue. At any rate, it is a substantial amount. 

The CuarrMan. I think that in many of these areas where defense 
establishments will be operating, there will not be a very great hous- 
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ing problem; at least probably not. For instance, take Willow Run; 
there is a great. plant there. Also the big plant near Cincinnati, and 
Columbus. I suppose those could be reactivated without creating a 
great housing problem. In other words, those who are working there 
now will be working in plants that will have been converted to defense 
activities. 

Mr. Arxrinson. I would agree with you; yes, sir. 

The CuarrMANn. There is another problem that it seems to me is 
difficult to meet and that is the building of these great projects. There 
will probably be five times as many people in the building of the 
project as there will be permanent personnel later. In other words, 
you will have to house those people who are building. That will 
necessarily be temporary housing? 

Mr. Arkinson. Yes, sir. 

The CuartrmMan. I understand, with reference to the installation 
contemplated in South Carolina, there will probably be 35,000 people 
engaged in that construction, and after it is completed, there will be 
five or six thousand people engaged in the operation of the plant. 
But the housing for the people engaged in the construction will neces- 
sarily be temporary housing. I do not think you can lure any private 
builders into that under the guise of an advantageous investment. 
Do you not think that will have to be done by the Government? 

Mr. Arxrnson. In our statement we agreed with you thoroughly 
that in all isolated areas they should be temporary housing units. 
And we further suggested that they should be of the demountable or 
mobile type. 

Just yesterday I talked with—and I made reference to it in my 
testimony—the Trailer Coach people. I suppose I should let them 
speak for themselves, but I understand that they, as late as yesterday, 
have made arrangements for financing. They feel reasonably sure 
now that they can work out a financing arrangement, with some 
Government cooperation, whereby they can sell these trailers to an 
individual, who can own them, for as little as $50 a month. I under- 
stand further that they are capable of producing up to 100,000 units 
a year and it would seem to us that that would be a very practical 
and realistic way to handle that problem. 

The CuarrMan. You are talking about trailers? 

Mr. Atkinson. Yes, sir. 

The CHarrman. You would establish a city of trailers, and there 
would have to be provided the necessary facilities and services? 

Mr. ATKINSON. Yes, sir. 

The CuarrMAN. That an ordinary city would have to have? 

Mr. ATKINSON. Yes. 

The CuarrMan. That would be a big undertaking. 

Mr. Arxrnson. On a temporary basis. 

The CuarrmMan. Then again, there is the question of insurance on 
a trailer. A trailer is personal property, it is not real estate. It is 
not permanently attached to the ground. 

Mr. ATKINSON. Yes, sir. 

The CHarrMaAn. Therefore the FHA would have to depart from 
their usual policy if they were to insure personal property. And the 
disadvantage in that is that personal property may be moved and 
the mortgage might be incapable of enforcement because the property 
had been moved? 
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Mr. Arxinson. I believe, Mr. Chairman, if you will check with 
the FHA, you will find—and again I cannot speak for them—that it 
would be possible and practical under title I, to work out a chattel- 
mortgage arrangement which would be applicable to the trailer. 

The CuHarrMan. This committee has passed some legislation in 
regard to public housing. It is one of the privileges of every American 
citizen to discuss freely the legislation of his country and those who 
pass it. But it seems to me that you go a little far when you say that 
public housing, whether you are in favor of it or not, is communistic. 
It seems to me communism js an evil spirit that is coming over the 
world, that destroys the dignity of mankind. It takes away the 
liberties of the people. It takes away everything that is dear to us. 
I cannot understand how you can say, even though you do not 
approve of this, even though you think it is socialistic, and so forth, 
that to try to get some low-rent housing for people who need it, is 
communistic. I do not believe that is the proper word to use. 

Mr. Arxinson. Mr. Chairman, I am mighty glad you brought that 
up, so that I may be given an opportunity to clear up the record. 
I did not make that statement, but I did read a statement that came 
from the city of Breckenridge, Tex., which was made by the Housing 
Authority of the City of Breckenridge. We do not make that as our 
statement. Our association would never make that statement. 

The CHarrMAN. Communism is a crime now, to an American 
citizen. 

Mr. Arxinson. Yes, sir; it is. 

The CHarrMan. And a man may be guilty of treason because he 
is giving aid and comfort to our enemies, and I do not like that word. 

Mr. Arxinson. To clear up the record a little bit further, Mr. 

Chairman, this statement says: 
When the forces of communism threaten our very life, the Housing Authority of 
the City of Breckinridge, Tex., goes on record as asking the Federal Public 
Housing Authority to suspend the allocation of money to be spent on peacetime 
housing and that this Federal money be applied to training our citizens and arm- 
ing our men to fight and protect the freedoms of our people against communism 
and world aggression. 

Actually they do not say that here, that public housing is com- 
munistic, but I am afraid that that is where you got the impression 
that that is what I said. I am sorry you got that impression. 

The CuHarrMan. I think it is the wrong word to use. Are there 
any further questions? 

Mr. Gamsue. You were speaking of low-cost housing. How many 
units, low-cost housing units have been built since that bill was passed 
last year? How many have they completed, if any? 

Mr. Arxrinson. I believe you will find that the average mortgage 
of the FHA in 1950 is only $7,600. So the average has been ex- 
tremely low. 

Mr. Gamste. I am talking about the United States Housing Au- 
thority, low-cost housing; how many units have been completed since 
the bill was passed last year? 

Mr. Arxinson. I do not have those figures exactly. So far as I 
know, there were 31,700 units authorized to be started. Frankly, I 
do not know exactly how many were started or how many applica- 
tions there were. I know that in the last few days of the vear there 
were a great number; I have forgotten how many applications came 
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in, but about 15,000 applications came in. I am sure PHA can 
clear that up for you. 

The CHarrMAN. Are there any further questions? 

Mr. McKinnon. Mr. Atkinson, I can understand naturally how 
the private building industry is concerned with plans that might en- 
croach upon what it feels is legitimate private enterprise But | 
think you will agree, too, that our No. 1 idea is to work up our defense 
effort in order to make this country safe from any foreign imperialism. 

Mr. Arxinson. That is true. 

Mr. McKinnon. And that whatever would be a contribution to our 
national defense is a step in the right direction. I think you will 
agree, in reading the bill that we have under consideration, that we 
are not trying to take anything away from private enterprise that 
private enterprise can do; that the emphasis in this bill is placed 
entirely upon private enterprise doing the job. But we do carry a 
spare tire in this bill, in case private enterprise cannot do the job. 
In that case we want to have the freedom to go ahead and put in some 
other kind of housing that private enterprise might not be able to 
build. You should not have any objection to that, if private enter- 
prise cannot do the job? 

Mr. Arxinson. I think that if we found we could not do the job, 
we would be the first to admit it. I believe we can do the job. Now, 
in that connection, I think it would be interesting to show you what 
happens sometimes. I have here some photographs made the day 
before yesterday of some Lanham Act housing that was built during 
the last war. 

Mr. McKinnon. Temporary or permanent? 

Mr. Arxinson. It was temporary, but it has become permanent. 
It is still there. 

Mr. McKinnon. While you are out of sympathy particularly with 
title II of the bill, if title I of the bill is passed, would you not say 
that we should provide that these units should be permanent, because 
they do become permanent, whether they are built as temporary or 
permanent housing? 

Mr. Arxrnson. Our position, as I have stated it here, is that we 
think we can do a complete job and in all areas such as this that | 
was trying to tell you about surely it should be permanent. But 
private industry can and should be given the opportunity to do the 
job. In isolated areas we think that we should only use demountable 
or portable housing units. I think that would be one approach that 
you and almost any businessman would approve. 

But this is an interesting story that I want you to know about. 
Referring to these photographs, these do not look too good. They 
were not built to look too good in the first place. But right along 
within a stone’s throw of this same project—this serves. the North 
American plant between Dallas and Fort Worth—within a stone’s 
throw of this project of 300 units, I believe, are these nice little homes, 
built approximately at the same time, under title VI, and at about 
the same cost. Yet these are permanent. The people live there and 
own them. Whereas, as to the other, the city of Dallas will tell you 
that they are surely no asset to that community today. 

Mr. McKinnon. I think everybody recognizes the fact that units 
built under title II, if it is implemented, should be of permanent con- 
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struction, because we realize that temporary construction only creates 
a lot of headaches for the future. 

Let me say this, Mr. Atkinson. What we are trying to do is to get 
some housing for defense workers to live in. If private industry can 
do the job, that is fine and we will do everything we possibly can to 
implement that. But in your testimony here today you are asking 
that we increase the mortgage limits under the present title I of the 
bill, which indicates that you are not going to get rentals down to the 
point where the average family worker is going to be able to pay them. 

Also the cost of this housing seems to be increasing. You admit 
that we cannot build houses in a lot of these areas for $9,000. 

I think that what we need from your organization more than merely 
a condemnation of the bill, to the effect that we should not go in and 
put up houses where private industry can do the job, is to have your 
organization and others like you, to come in and point out weaknesses 
in our present FHA legislation, or weaknesses in our present set-up 
which are creating additional costs in housing. Let us put our em- 
phasis on what we can do in order to get these housing costs reduced, 
so that we can rent these houses to people at a rental which they will 
be able to pay. 

I am not an experienced builder; I am not a builder at all. But 
I can see that there are a lot of things that contribute to higher and 
higher costs and it seems to me that that is the matter we should be 
putting our emphasis on, to find ways and means of bringing costs 
down instead of trying to increase the mortgage limits in this bill. 

Mr. Arxinson. There were a number of statements that you made 
there with which I would agree fully. I agree that we should put our 
emphasis on bringing costs down. 

In my opening statement I told you how proud I am to be a member 
of this association and proud of how we have grown. But I did not 
point out to you that in our conventions which we have every year, 
have had for the last 8 years, we meet with material and supply 
people and we discuss new materials and new machinery that will 
help us to do the job a little better, a little faster. In other words, 
we exchange ideas with each other. The home builders now are the 
only industry that have four really large national trade publications 
for the purpose of exchanging ideas, which lead to a lowering of our 
costs. We are lowering our costs. 

Mr. McKinnon. But the cost of housing keeps going up all the time. 

Mr. Arxrnson. No; to the contrary, the cost of housing has gone 
down. 

Mr. McKinnon. Then why do you ask for an increase in the mort- 
gage limit, in this bill? 

Mr. Arxinson. We simply ask for an increase in the mortgage 
limit so that the FHA Administrator would have the right to do that 
in particular areas that may need it under particular conditions or 
circumstances. We do not just limit it to 203 (b) (2) (d). If you will 
remember, that legislation was originally limited to $6,650. We asked 
you for an increase in that to $7,600 for the same reasons and you 
granted it to us and it was wisely done. There is no question about 
that. They would only have a few areas where that would be neces- 
sary. Those would be areas where land costs would be very high, and 
for that reason it would be necessary to have an increase. That is why 
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we are pleading for that. Not that we think it would be used in a 
great many instances. It would not be, as a matter of fact. 

Now, you asked me a question about reducing our costs. I have 
a little chart here on which we spent considerable time. It was 
prepared for ourselves to see exactly what was happening. 

During the last war, our mortgage was $5,400 and the house was 
sold for $6,000. You will remember that the rent was set at only $50 
and we came out all right with a reasonable profit, simply because we 
had 100-percent occupancy. The housing need was real. 

Now, our costs, according to an index by E. H. Voeck & Associates— 
in 1942 the cost index was 102.3. The cost index today, in 1951, 
is 232.7. 

Mr. McKinnon. What is the source of those figures; that is, what 
is the cost index based upon? 

Mr. Arxinson. These people are economists, who are engaged in 
that particular business. 

Mr. McKinnon. You can get any kind of cost figures or cost 
indexes and base any kind of an argument upon them. I do not 
know what figures they took to make up that chart. 

Mr. Corrricutr. These people are well-established experts on cost; 
I think probably the best. 

Mr. McKinnon. Where are the figures that they used obtained 
from? 

Mr. Corrricut. The Bureau of Labor Statistics, I believe. 

Mr. Arxinson. The point that I wanted to make, Congressman, 
was that the $5,400 mortgage was based on a cost index of 1942, 
But there is actually an increase in cost of 92 percent. If you gave 
us a comparable increase in mortgage, it would provide a mortgage 
of $10,485. But the point that I am making is that we are not asking 
for that. Our costs have not increased that much. We are asking 
only for $900 more than $8,100, or a total of $9,000, which is actually 
$1,500 under what they could be. This means that through moderni- 
zation and the use of new techniques and streamlining in production 
we have cut our costs around 20 percent. 

Mr. O’Brien. I have one further question, Mr. Chairman. 

Mr. McKinnon. All I know is that in my community a home that 
used to sell for $6,000 sells today for $11,000, $12,000, $13,000. 

Mr. Arxrnson. That is right. 

Mr. McKinnon. Costs have gone up faster than wages have gone 
up. The crying need is for some sort of housing of a permanent 
nature, but which it would be possible for a man to move into, live in, 
and raise a family at a cost of, let us say, 20 to 25 percent of his in- 
come. The cost of houses has gone up faster than wages have gone 
up inourcommunity. I think that situation is true generally through- 
out the country. The need is for the emphasis to be placed on provid- 
ing homes but at the same time cutting down the cost. Regardless of 
what you say concerning the lowering of costs, the fact is that costs 
of houses have gone up faster than the ability of the people who 
would move into them, to pay forthem. Your ideas on what can be 
done to lower costs would be very interesting. I think your organi- 
zation could make a real contribution,if you came up with some ideas, 
to be used as the basis of some legislation. Some improvement on 
interim financing, for instance, that will result in lowering the cost of 
housing; something on loans to municipalities for the installation of 
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sewer and water lines, and so forth, it would help if you could offer 
suggestions which we could implement in legislation, that would bring 
.down the cost of housing and make it unnecessary to fall back on 
public housing and other types of subsidized housing. 

How long would it take before you would be able to start building 
under the terms of this bill; to get your financing arranged and get a 
unit finally completed? 

Mr. Arxrinson. As I pointed out this morning, it takes anywhere 
from 3 to 5 months to do all the preliminary planning, go through 
the various stages of installing your improvements and getting ready 
to build the house. In some cases you can start your houses at the 
same time. Our first recommendation, to answer your question 
specifically, would be to suspend regulation X as quickly as possible in 
those areas so that we can really get going with this housing before 
the emergency is on top of us. Further to answer your question 
specifically, after this bill is passed, to get going and get it approved 
through the FHA or the VA, it takes 30 days up to, sometimes, 6 
weeks. But in cases where improvements have to be installed, then it 
would be longer. 

The CuarrMAN. The committee will recess now until 2:30 this 
afternoon. Mr. Atkinson, I think you will be rendering a great 
service if you can build homes at prices that people can afford to pay. 
There is no finer stabilizing influence for our Government than having 
their people in homes. I hope you will be able to accomplish that 
purpose. 

Mr. Arxinson. Thank you very much, Mr. Chairman. 

(Whereupon at 12:30 p. m. the committee took a recess until 
2:30 p.m.) 


AFTERNOON SESSION 


The committee reconvened at 2:30 p. m. 

Members present: Spence, Brown, Rains, Buchanan, Multer, 
O’Brien, McKinnon, Gamble, Talle, Kilburn, Nicholson, McDonough, 
Betts. 

The CoatrMan. The committee will be in order. 

I will not be able to be here this afternoon because I have an 
appointment that I cannot very well break. I have asked the 
Honorable Albert Rains, of Alabama, to preside over the hearings. 

Mr. Rarns. The clerk will call the next witness. 

The Cuirrk. The next witness will be the Right Reverend John 
O’Grady, secretary of National Conference of Catholic Charities. 


STATEMENT OF RT. REV. JOHN O’GRADY, SECRETARY OF 
NATIONAL CONFERENCE OF CATHOLIC CHARITIES 


Reverend O’Grady. I have a prepared statement I should like to 
offer. 

Mr. Rarwns. It will be made a part of the record. 

Reverend O’Grapy. This bill is designed to take care of housing 
and community needs arising out of the defense emergency. In dis- 
cussing this bill, it is well to keep in mind that there is a rather acute 
housing shortage in almost every city in the United States at the pres- 
ent time. This shortage especially affects the housing needs of middle- 
and lower-income groups. One of the reasons for this acute shortage 
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is the vast public improvement programs that have been taking place 
in our cities during the past 5 years. Many cities are building new 
speedways; they are developing community facilities like solisels and 
medical centers. This has meant the demolition of a very large num- 
ber of housing units. Undoubtedly some of these housing units have 
been of very low standard, but it must be recognized that many 
houses of sound construction and in good physical condition have also 
been demolished. The cities by and large have gone ahead with their 
programs of demolition without any plans for the rehousing of those 
whose homes have been demolished. This has imposed an additional 
tax on the housing facilities of our cities. 

It is well for us to face the defense housing program with the general 
basic housing shortage in mind. Presumably it is not the purpose of 
Congress at this point to provide for all the housing needs of American 
communities. Even if such a program were possible under ordinary 
circumstances, it certainly could not be achieved at the present time. 

I am somewhat concerned about one provision of H. R. 1272, which 
makes it possible to turn over to defense housing the low-rent housing 
projects that are in process of construction or are being planned under 
the Housing Act of 1949. We know that there is an acute shortage 
of housing for low-income groups. For the most part, these public 
housing units will now be usable for defense workers. Public housing 
has already been reduced to a minimum. At the pace at which the 
program is going, we will hardly be able to reach the minimum. 
Moreover, according to the statement made before this committee by 
the Administrator of the Housing and Home Finance Agency, ap- 
proximately 800,000 civilian housing units will be built during this 
next year. If we are to build this many civilian units, it is only 


proper that a fair share of them should be devoted to low-income 
groups. 


EMPHASIS ON HOUSING FOR FAMILY LIVING 


I am greatly encouraged by the emphasis in this bill on single-family 
houses designed for ultimate sale but held originally for rent. I am 
convinced that these should be permanent housing units and that 
each and every one of them should eventually be made available for 
sale. In other words, one of the long-range objectives of this program 
should be to stimulate individual home ownership. It is necessary 
more and more to make this a part of all our housing programs. We 
have had entirely too much talk about large-scale rental housing 
units. We have had too much emphasis on efficiency apartments and 
too little emphasis on housing for families with children and for large 
families. I noted with pleasure, moreover, in this bill, and in Mr. 
Foley’s testimony, the emphasis that has been placed on two-, three-, 
and four-bedroom units. In all our housing programs, both public 
and private, too little attention has been given to housing that is 
designed for family living. I hope that throughout this entire pro- 
gram, there will be constant stress on the row type of housing designed 
for family living and I hope that it will be possible to avoid entirely 
the apartment-house type of structure. 
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COOPERATIVE HOUSING 


As I understand it, the bill under consideration will make it possible 
to extend to all housing the types of cooperative arrangements provided 
for in section 213, title I, of the Housing Act of 1950. This section 
provides for extending technical assistance to cooperatives to aid them 
in developing their housing programs. It provides insured mortgages 
for cooperatives. These cooperatives can be built on the principle 
of mutual ownership or of individual ownership. 


COLLABORATION WITH INDUSTRY AND THOSE IN CHARGE OF MANPOWER 


In the administration of the proposed defense housing program, 
the Housing and Home Finance Agency will need fairly complete and 
up-to-date information in regard to the immigration of workers into 
defense areas. It will have to work, therefore, in close cooperation 
with those in charge of manpower. It will also have to work in close 
collaboration with industries having defense contracts. It must have 
on hand at all times complete and up-to-date information in regard to 
the manpower situation. 

In the Second World War, it was very difficult to integrate the hous- 
ing program with housing needs. This was due in part to slowness 
in getting the housing program under way. It was due also to the 
lack of complete information at any one point about the manpower 
situation. Through their personnel departments, industries were 
doing their own recruiting. Workers on their own were flocking in 
to defense-industry centers. In eritical situations, the Army and the 
Navy took a hand in the actual mobilizing of workers for war indus- 
tries. 

PROVISIONS OF NEW TITLE IX 


Those who wrote H. R. 1272 assumed that private builders, with 
the new incentives to be provided in the proposed title IX of the 
Housing Act, would take care of most of the housing needs arising 
out of the defense program. They believed, however, that some 
provision should be made for governmental housing to meet the needs 
that could not be met by private enterprise. The same principles 
to be applied in privately constructed housing units will be applied 
to governmental housing units. They will consist of single or two- 
family row houses. They will be built to meet the needs of families 
with children. They will be built for eventual sale to home owners. 
The authority granted to the Administrator in regard to the disposi- 
tion of the publicly constructed units is quite flexible. He does not 
have to wait until the crisis has passed before disposing of the units 
to prospective home owners. As soon as the occupants have become 
sufficiently stabilized, he can readily initiate plans with them for the 
purchase of their homes on a long-term credit basis. 
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COMMUNITY FACILITIES AND SERVICES 


Title II, like title I, of H. R. 1272 is based almost entirely on the 
principles of the Lanham Act, Public Law 137, passed by the Seventy- 
seventh Congress and approved June 27, 1941. The Lanham Act 
authorized the Federal Works Administrator— 
to make loans or grants, or both, to public and private agencies for public works 


and equipment therefor, and to make contributions to public or private agencies 
for the maintenance and operation of public works * *, 


Section 204, title II, of H. R. 1272 provides that— 


the Administrator may make loans or grants, or other payments, to publie and 
nonprofit agencies for the provision, or for the operation and maintenance, of 
community facilities and equipment theretor, or for the provision of community 
services, upon such terms and in such amounts as the Administrator may consider 
to be in the public interest * * * 

The Federal Security Agency questioned the authority given to the 
Federal Works Administrator under the Lanham Act. It maintained 
that the services and facilities should be administered by the Agency 
through the ordinary state channels through which other Federal 
grants for related purposes were made. The attitude of Congress, as 
gathered from the legislative history of the Lanham Act, was based 
on the principle that Federal aid in providing and maintaining com- 
munity facilities and services was made necessary by the defense 
emergency and that the need for such Federal assistance would 
terminate once the emergency had passed. It was felt that in order 
to meet emergency situations the entire program should be con- 
centrated in one responsible agency. It was feared that the grants- 
in-aid to local communities would be used by Federal agencies to 
bring the Government into areas that would be considered a local 
responsibility. This fear found direct expression in the provision of 
the Lanham Act which states: 

No department or agency of the United States shall exercise any supervision 
over any school with respect to which any funds have been or may be expended 
pursuant to this title * * * 

Other facilities and services were subject to the same provision. 

By the summer of 1942, it had become clear that the Federal 
Works Agency would have to develop its own set-up to meet the press- 
ing needs in the area of community facilities and services. A special 
War Public Services Division was therefore set up. Finally, in 1945, 
the War Public Services and the War Public Works were incor- 
porated into the Bureau of Community Facilities to handle the 
Lanham Act and whatever other programs might be forthcoming. 
Later, the Bureau of Community Facilities became part of the Housing 
and Home Finance Agency. 

In discussing ways and means of administering community facilities 
and services it should be kept in mind that the bill under consideration 
provides basically for their administration through the Bureau of 
Community Facilities of the Housing and Home Finance Agency. 
This Bureau brings to us the experience of the Second World War. 
It also brings to us the experience of people who had become accus- 
tomed to the building and maintenance of community projects under 
the WPA during the years of the depression. It is to be presumed 
that in the administration of this program, the Administrator of the 
Housing and Home Finance Agency will make the fullest use of the 
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experience and the counsel of existing Federal agencies. Some of 
these agencies have had a certain amount of experience in administer- 
ing emergency programs. Others have had very little experience in 
administering such programs. They are geared basically to long- 
term programs. They are involved in the very difficult problems of 
Federal-State relationships and also in the very delicate situations 
arising in State and local community relationships. Here we are 
dealing with much more flexible programs than those with which the 
old-line agencies deal. There will be a great temptation, too, on the 
part of the old-line agencies to use the defense program as a means 
of expanding their own program. This emergency program is entirely 
different. It must move at a much more rapid tempo. It was our 
experience under the Lanham Act that when the old-line agencies 
assumed complete control, the programs moved very slowly. This 
is essentially true of all programs in which agencies on different levels 
of government are involved. In places in which services and facilities 
are most needed, the communities will be least able to pay. Some of 
the most difficult problems in these communities will result from the 
fact that the factories, and a large part of the housing, will be owned 
by government and will be exempt from taxation. It will be neces- 
sary, therefore, to bring into those communities not only the services 
that the Federal Government and the States have to offer—which 
will not. be very extensive—but also the facilities of the voluntary 
organizations. 

In connection with the community facilities and services program, 
another point should be kept in mind, namely a very large part of the 
recreational program of defense areas and naval and training camp areas 
was carried on under the auspices of the voluntary organizations 
through the USO. The Federal Government, under the Lanham Act, 
provided $100,000,000 for building and equipment which is used by 
the voluntary organizations in their recreational programs. 


DAY CARE CENTERS 


In many areas the voluntary organizations operated day care 
centers for children that were part of the program of community 
servicds. 

One of the most highly debatable programs envisaged under com- 
munity facilities and services in H. R. 1272 is the provision for estab- 
lishing and maintaining day care centers for children. During the 
Second World War, we acquired a good deal of experience that should 
be useful in this respect. Before the Bureau of Community Facilities 
took control, it was very difficult to get the program under way. 
Applications were being held up all along the line. When the program 
reached its height in January 1945, there were over 2,000 day care 
centers caring for 101,529 children. The facilities provided for chil- 
dren of school age, children of preschool age, and for children after 
school hours. The greatest concentration was in the care of children 
of preschool and school ages. 

At first, the day-care centers were confined to children of mothers 
working in war industries. Later, it was extended to all mothers. 
Before the centers were opened, there was a great hue and cry about 
the need for them. This clearly did not come from the mothers 
themselves. It came from those who were interested in promoting 





292 DEFENSE HOUSING AND COMMUNITY FACILITIES 


the centers. During the first year of their operation, the centers 
were only about one-half occupied. Another interesting thing to note 
about the day-care centers established in World War II was that, 
within a year after the termination of the war, most of the centers 
had been closed. In three States—Washington, California, and New 
York—State funds were made available for their maintenance. I have 
tried to find out from a number of people who have had experience in 
the operation of the day centers, why they did not last. One reason 
given is the very large expense involved. The care of children of 
preschool age does involve very serious responsibilities, and it is a 
very expensive undertaking. Another reason given for the closing 
of the centers is the fact that the American people were not and are 
not sold on the idea of encouraging mothers with young children to go 
to work and turn their children over to a center operated by a govern- 
mental agency. As we look around in American communities, we 
will find all sorts of day-care centers for children under private 
auspices. Apparently, there is a greater tendency to use centers of 
this kind rather than governmental centers. Some people will tell 
you that they are not operated according to good standards, but a 
number of States do have provision for licensing them. 

One of the greatest limitations of the day-care centers for children 
during the Second World War was their relative failure to provide 
for children after school hours. This is a very difficult period in the 
lives of children whose mothers are at work. 

The promoting of day-care centers for children, particularly of young 
children, of mothers engaged in war industry raises many fundamenta! 
issues. In the first place, it raises question about the desirability of 
stimulating the employment of mothers with very young children. 
How far is this necessary to meet manpower shortages in war indus- 
tries? Many people who advocate the extension of day-care centers 
will tell you about the great need for such centers in our large centers 
of population. It certainly cannot be said at the present time that 
this is a war need. We have no evidence as yet that the need for 
day-care centers arises from the need for women workers in war indus- 
tries. 

There is another point of debate in regard to providing day care 
for children of mothers working in war industries. Should these 
centers be available to all employed mothers or only to those engaged 
in defense industries? How are we going to establish the fact that 
these mothers are necessary in defense industry? I do not believe 
that Government can take the chance of encouraging large numbers 
of mothers with young children to go to work without having a social- 
service program which would determine whether or not it is necessary 
for them to go to work, and which would help to make plans for those 
who would have to go to work. In other words, I believe mothers 
who must go to work in defense industries need more than custodial 
and recreational care for their children. They need a service program, 
and this service program must operate for at least 12 hours a day, 
and probably around the clock. I believe, moreover, that such a 
program should secure the participation of all the citizens of the com- 
munity; it should be a program in which all groups are joined, in 
which church organizations, civic organizations, and social agencies 
participate. It should not be a straight governmental program. | 
believe it should be a very flexible program. I believe that we stand 
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a better chance of securing such a program under an emergency set-up 
than we do through the regular long-term Federal, State, and local 
public services. 

Mr. Gams.e. It is nice to have you back. When we want to learn 
something about housing we can always turn to you.’ 

Mr. Rarns. I believe that the monsignor testified before our Spe- 
cial Housing Committee. 

Reverend O’Grapy. Yes. 

I am glad to have this opportunity to testify on the bill before 
your committee. JI was very much interested in the testimony that 
was presented by the home builders this morning, and I have dis- 
cussed with them the idea of making a joint tour of certain areas of 
Detroit and Chicago in order to find out what we can do about the 
families that are being removed from their present dwellings by 
reason of public improvements that have taken place in those cities— 
new speedways, new medical centers, and so forth. 

I discussed that with the witness, and he said that he would like 
to discuss it with me in detail. I told him that I would be glad to 
discuss it with him to arrive at any constructive solution. I said, 
“Tt is very nice for you to talk about building 1,300,000 housing units 
during this year; that is all very fine.” __ 

Now, last Sunday I spent most of the day moving around in the 
colored area on the South Side of Chicago. I visited several of the 
families. Some of them own their own homes, but most of them live 
in rental houses. ‘Those houses now, for the most part, have been 
condemned, and are really owned by the city of Chicago. 

In talking to these families, I was rather disturbed about their 
attitude. They did not know what they were going to do. They 
really did not know where to go; where to turn. Some said they 
might ‘get a project.” That is their way of saying that they hoped 
they could get into one of the public-housing units. 

I think that is the situation that confronts us in many cities. It is 
a practical, realistic situation. 

I spent considerable time both in Cleveland and Chicago, and I 
think that those cities are facing a very serious and critical situation 
right now. Some of the families have been removed from their 
dwellings; some from the slums and some from pretty substantial 
houses. 

That is one of the reasons that I was concerned this morning about 
the recommendations they made, for instance, about discontinuing 
any of the public housing during this period. I do not know how you 
would house the families that are in dire need of housing at the present 
time unless you do it publicly. 

As I have worked on this program for the past 25 years, I have 
thought that is about the only way out; that we have never had any 
other solution presented. 

I am not a Socialist or anything of the kind. I am a very ardent 
supporter of private enterprise. I think that my whole record indi- 
cates that, but sometimes you get into a situation where there is no 
other way out. I would not want us to go over to the predicament 
that England finds itself in, where 1 of every 10 houses built is pri- 
vately constructed. They started out in 1935 with the idea that it 
would be 1 for 5. I do not want us to get into that condition, but at 
the same time there are people telling that practically nothing must 
be done for these low-income groups. 
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I was also interested in what was said about the poor; that we 
were threatened by communism at the present time and that it was 
important that we should conserve all of our efforts and, by implica- 
tion, we should forget about the poor. I thought that was rather 
paradoxical in spite of the fact that both we and our friends the 
English are saying: “Now, the big thing we must do at the present 
time in order to undermine this tremendous appeal of communism is 
to develop a program that will lift the standards of living and improve 
the standards of life of these low-income groups.” 

That is what we are doing. We have what is known as the point 4 
program. Only last night J had a long talk with two people that are 
closely tied up with the UN, and they told me how all these countries 
now are reading what we say in the United States. I am sure that 
they will have a report of what was said here this morning. 

There is a sort of contradiction. Here we have our own people 
without housing, thrown out of their present dwellings because of 
public improvements of all kinds, and we have no housing for them. 

I would like to challenge these folks to come around and see where 
we could find in the two cities that I] mentioned any housing for 
them. I think that is the thing that the homebuilders ought to do. 
I think that the Congressman this morning who pointed out that 
they ought to come along with some positive approach to this prob- 
lem was on the right track—a program that you can evaluate on the 
terms of facts. 

I have seen as many of the structures as anyone else, and I think 
one of the things that they need to think about more and more—we 
all need to think about, and this is something that I emphasized before 
this committee before—is housing for families. 

To an increasing degree it is difficult to find housing in this country 
that is designed to meet the needs of decent family living; in which 
members of a family can live together, carry on common activities 
together, and I think that is very important. 

In connection with this, I also want to refer to Mr. Foley’s state- 
ment, which I think is very ill-timed at the present, when he said: 
“Public Law 671 of the Seventy-sixth Congress permits federally 
assisted low-rent housing projects and related powers to be used to 
assist in providing houses for persons engaged in national defense and 
thus provides a useful stand-by authority.” 

Now, we have built in the past year probably 5,000 public housing 
units and we have 31,000 more under way. With the dire need we 
have, if we are going to maintain any standard of living, we must 
build more. If you want to throw out social security and everything 
else, we want to say so frankly. We ought to do so with the facts 
before us. 

I think that statement was not well timed. I think many people 
were very much pained by it. I think it is very undesirable. 

In another part of his testimony he stated that we were going to 
build 800,000 housing units for civilian use for the ordinary civilian 
market. It seems to me that perhaps because of the shortage of 
materials we will have to cut that number. Certainly we ought to 
apportion those we are going to build on the basis of need; the relative 
needs of the different groups in our population. 

It has been my special opportunity and privilege to come here and 
plead in behalf of the lower-income groups. I should not come here 
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as an economist, or former economist, and tell about the mortgage 
market and a cuaranteed yield. I have studied some of those prob- 
lems, but I think after all, when I go out and talk to my own followers 
about these terms, and ‘about business, they say, “What do you 
businessmen want?” Are you not supposed to be a defender of the 
poor and underprivileged and not just a businessman? So, I have to 
keep on reminding myself that that is my function in life and not 
just that of a business executive and economist. 

I think, therefore, we ought to attain this program. I do not think 
we should turn the limited amount that can be done over to war 
production. 

There is another point that I would like to emphasize in this 
connection, and that is: I think it is important to draw a clear line 
of demarcation, not only in housing but also on the question of 
facilities, between what is truly defense housing and what is drawn 
directly out of the defense effort, and what is just a regular housing 
shortage which we have in most of the cities of the United States. 

Now, I think that we should clearly face up with the question 
whether or not we can meet all our housing needs in the next year. 
We cannot build 1,300,000 units this next year. That is going to 
prove to be a very difficult problem, because so many times I hear 
people say as I go around the country, for instance in Los Angeles: 
“There is a great need for this and that, and we are impacted by all 
sorts of things. We do not have too many defense workers yet.” 

Take Detroit, which I know pretty well, for instance. In Detroit 
there are all sorts of shortages. You can make a case for setting up 
all sorts of new activities there, but now does the need of those things 
grow out of defense or is it a general situation throughout the entire 
country? Therefore, I think ‘it is very important to correlate this 
with manpower because it is a fundamental question. 

You have to mobilize manpower for defense industries. I think, 
as I drift around the country, that the situation is going to be very 
different from what I saw in World War Il. I have seen most of 
these communities. I seen them struggle to develop facilities. I saw 
them struggling to build their factories and their planes and ships 
and all the other things by which we did so well. 

However, relating this to manpower and bringing in of new man- 
power into the areas is the question. As I see it, it is just the con- 
version of existing plants and it is just a question of using an existing 
labor supply to meet new needs. 

We do not have too much of an oversupply of labor now, and the 
question, therefore, of relating it and knowing exactly what part of 
this grows out of the fact that new workers have been brought into 
the area, new families have been brought into the area, is a very 
important thing in the administration of this housing program. I 
am not sure that you can spell all that out in this bill. 

Now, there is another point that I am greatly interested in. That 
is in the building of houses again for families, and I am glad to see 
that is empahsized here in these areas where we are going to have a 
considerable amount of permanence. 

I noticed what happened during the last war in places like the East 
Bay area of San Francisco. There was certainly not too much left 
in Richmond after the war, nor was there too much left around 
Vancouver, Wash. Most of the people cleared out of there. Then 
you had temporary housing. 
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I am sure there would not be any sense in building permanent 
housing units in areas of that type, but it is important that we build 
permanent housing units, as far as possible, and we make them avail- 
able for ownership as soon as possible and as soon as it becomes clear 
that a person is going to be connected with industry in a particular 
city. 

{ do not think that we ought to put off indefinitely making it 
possible for a person to own his own home for his family. I think it 
is the American ideal that we must always keep in mind. I think that 
the large rental units are all right for the big cities, but for the country 
as a whole the large rental units do not have a continuing need. I 
think the more row houses we have the better and the more housing 
we have for families the better and the more privately owned houses 
we have the better. 

Again, I must keep on emphasizing the kind of house, and I am 
sorry the National Association of Home Builders has not been able 
to do more research in this field. I am also sorry that the Housing 
and Home Finance Agency has not been able to do more research in 
the field, either. ‘They have done research in materials and all sorts 
of things other than the family use of a house. I think that is some- 
thing that has been neglected in all of our research programs. 

I would like to see more people encouraged to build their own houses. 
Even in this difficult period there is nothing that irritates me so much 
as to see a house completely furnished, where nobody has to do any- 
thing; the father does not have anything to do to keep the house in 
order. He cannot even put a paint brush on the walls. He cannot 
touch the house. I do not think that is in harmony with the idea of 
American life—the completely serviced house. I do not think it is 
the type of housing that is suitable for family living. I would there- 
fore like to see people encouraged to build their own houses. It seems 
that is another place where the big operators could come along with 
concrete suggestions—how the individual could build a house, or, if 
he wants to, join with his fellowman in a cooperative to build a house. 
He should be encouraged. 

I saw this last September the remarkable progress the Germans have 
made this past year in building houses, more progress than any other 
country abroad that I have seen, and more progress than the English. 
They are building them largely through cooperative groups. They 
encourage the people to help in building their own houses. I have 
seen them in different German cities. I have talked to them as they 
were engaged in the building of their own houses. Each family has 
agreed to give $3,000 to work to build his own home That is a 
healthy thing, and I think it is a remarkable achievement. There we 
have a people that are so handicapped because of the lack of materials 
and so handicapped because of the destruction of their cities. They 
came along last year with 300,000 new housing units, which is a great 
achievement for a country the size of Germany. 

Mr. Kritsurn. Could we do that here without running into a union 
rule? 

Reverend O’Grapy. Do you mean that we could not do it in this 
country without running into union rules? 

Mr. Kiipurn. A family giving $3,000 worth of work. 

Reverend O’Grapy. I have discussed that with some of the union 
people and they have told me that as long as the individual is working 
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on his own house they do not have any objection to it. That is what 
they have told me, and I cannot see where they would have any ob- 
jection to a man working on his own house. I do not see how they 
could. They are doing it themselves. 

I have talked to dozens of workingmen all over the country, car- 
penters, who are actually building their own houses. There is no 
question about it. They are doing it more than we have any realiza- 
tion of. 

I do not see why the unions should have any objections. I have 
talked to several of them. So long as a man is working on his own 
house they do not have any objection to his doing the work himself. 
That would be anyone’s answer. [ think it is very important that 
we should. 

We have good patterns out on the edges of the cities. Take, for 
example, on the edges of the city of Detroit the members of the UAW 
are actually working on their own homes. 

Mr. McKinnon. Last year we passed in a certain section of our 
housing bill what was known as the bargain-basement house, in which 
the family could establish, as a part of its equity, the work it did in 
completing its own home. 

Reverend O’Grapy. That is right. 

Mr. McKinnon. That helped. We had no union trouble on that. 

Reverend O’Grapy. You have to look for all sorts of facets in this 
very complex business. So long as we are hedged in by so many rigid 
regulations we are not going to: get anywhere. Even the FHA needs 
to become a little more flexible. I think they are. They are showing 
some evidence of a change in their flexibility. There is hope. That is 
what these builders ought to be working on. They ought to be 
experimenting and doing research work and encouraging some of the 
universities to go after grants so that they could make research in this 
particular field. 

Following Congressman McKinnon’s 8 suggestion this morning, they 
ought to be coming along with some positive ideas. 

Business has to have a social point of view, it seems to me, in order 
to retain its vitality. They are talking about public relations in this 
whole field now; it is so important in all their personnel work, and yet 
when it comes to working on a program they seem to be quite stiff. 
They do not want to bend. 

I am one of those who live by faith, and I suppose that we have to 
live in the faith of our democratic institutions, don’t you? 

Now, I have pointed to the importance of having up-to-date 
information and I had just gotten to the migration of workers. That 
seems an easy question. You know during the last war I used to 
think that the manpower group had complete information, but as I 
moved around I talked to the personnel departments of industries and 
I got an entirely different picture. 

It is not so easy to get this up-to-date information, but I think it 
ought to be secured before vou can make plans. In other words, if 
we are just not going to get into the whole housing field—if the Con- 
gress of the United States wants to say we are going into the whole 
housing field that is another story. Of course, we have to consider 
materials, manpower, and a lot of other things. 

As I pointed out, I am in favor of meeting these minimum needs. 
That is why I want to retain this public housing program. Anyone 
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who wants to throw it out without a substitute, I certainly want to 
reserve my right to criticize him, including the public housing. If 
they are not continuing their program to build houses for the under- 
privileged, Il reserve the same right to criticize them. 

On this new title of Mr. Foley’s I have very little to say except that 
I hope we may be able to build a little better housing than in the last 
World War. Iam hoping that more and more attention can be given 
to building housing that comes within the income ranges of these low- 
income groups. 

| have been greatly irritated by what I see with regard to these 
huge apartments built under 608. I have been interested in two of 
them very close to the place where I live, and I have been trying to 
figure out how much that builder made. I have had some interesting 
discussions with the FHA trying to figure out how much he made. 

I do not object to a reasonable profit. I am a believer in private 
enterprise, but I believe there is such a thing as overdoing it. I would 
figure he probably made $500,000 in the putting up of those buildings, 
from the actual building itself, without talking about rentals. 

Mr. Bucnwanan. How many units are in that particular project? 
Are there 5,000? You say he made $500,000 in this particular project 
you had in view? 

Reverend O’Grapy. That is what I mean, under 608. I want to 
finish that. This FHA man says, “I think that is a little high.” I 
said, ‘‘Well, how about $150,000 apiece. That would be a total of 
$300,000, for two apartments side by side.”’ He said, ‘“That is closer 
to the figure.”’ 

I hope we do not have anything like that, because I think that is 
bad for private enterprise. I do not think it is good for private enter- 
prise to have deals like that. We have to face the facts. People 
catch onto these things. People are without homes. 

As I pointed out in dealing with point 4, that is the kind of thing 
out of which trouble is made with other countries. We have experience 
right now to know better than that. Business has to be constructive 
and not think about enormous profits. 

I am afriad that very large profits, extraordinarily large profits, 
have been made. 

I notice there has been a tendency to investigate. I do not know 
whether I want to see it anyhow. People have been talking about 
investigating these things. That may be all right, but I wish they 
could correct some of these abuses themselves, without investigations. 

I hope that this new program is built without too large profits. I 
do not know how this committee can do anything about that. I hope 
that consideration is given constantly to the extent to which it is com- 
ing within the income ranges of the people that are needed in war in- 
dustries. 

I think that that point was brought out quite clearly this morning 
in the questions that were asked of the president of the National Asso- 
ciation of Home Builders. That should be kept in mind. There is 
no use of talking about building 1,000,000 units or 1,300,000 units. 
What income ranges does that reach? ‘These two apartment houses | 
talk about have rents which I certainly could not afford to pay to live 
in those apartments. Many of the middle-income group, I am quite 
sure, could not afford to live in those apartments. Yet here is a per- 
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son who has taken no risk. I think it is no exaggeration to say that 
he has taken no risk whatsoever. 

Mr. O’Brien. Mr. Chairman, may I ask Monsignor O’Grady a 
question? 

Mr. Rarns. Mr. O’Brien. 

Mr. O’Brien. What would be your reaction to the proposed 
amendment to suspend construction under the 1949 Public Housing 
Act for the duration of the emergency? 

Reverend O’Grapy. I pointed out before, Congressman, I think 
that would be very sad. For instance, take your own city. I wanted 
to go on a tour with some of these big builders of that city, to see what 
they would do with the families being dislocated by your project on 
the East Side. Take the Detroit plant. Take what the city is pro- 
posing in demolition. 1 would like to know what is going to be done 
with respect to housing of these families. 

With regard to the New York Life project in Chicago, where are 
they going to house these families, if they discontinue these programs? 

Mr. Gamsue. Is that in the Loop area that the Metropolitan is 
building in Chicago? 

Reverend O’Grapy. It is about 2,000, I think. It is about 20 
blocks south of the Loop. 

Mr. GamBuie. Yes. 

Reverend O’Grapy. It is a huge project. It involves not only the 
New York Life, but it involves a huge medical center in connection 
with the hospital, and it involves the Illinois Tech and another 
technical school. It involves not only the housing project but it 
involves all these new utilities, new public improvements, and so forth. 

Mr. Gamsue. They are doing part of that, are they not, sir, under 
the Illinois and Chicago fund set aside for rehabilitation and so forth? 

Reverend O’Grapy. Yes. Part of that has been done with State 
funds. As I understand it now, they have presented a project under 
title I of this act in regard to development which will take care of the 
New York Life section of the area. Of course, the debate right now 
is this, and I think it would be interesting, and I am going to follow 
through in very great detail. I shall want to follow through with 
individual families to see where they place them. 

As I understand it now, there is a debate now between Mr. Foley’s 
office and the city of Chicago in relation to what they are actually 
going to do, whether they have a plan for rehousing those families. 
You see, title I of the Housing Act of 1949, as you will remember, pro- 
vides that in order to clear an area with the use of these Federal funds, 
with Federal subsidy, that there must be a plan providing for the re- 
settling of these families in decent, safe, and sanitary housing. I do 
not know where they are going to find it in Chicago right now, outside 
of what the people there call the projects. They tell me that they will 
get a project. That is the only place I could see where they will do it, 
by building some more housing units. 

They say that with regard to at least one-third of them that would 
be true. They say that there is only one-third of them. I do not 
know how they get the figure, and whether there has been any careful 
study or not. I have my doubts as to whether there has been a 
careful study, to give an accurate statistical picture of the number 
that would qualify for public housing, but the general impression I 
get is that about one-third would qualify for the public housing. 

78408—51——20 
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The requirements for admission and continued occupancy in 
Chicago, I think, are too low in order to get the type of family that 
the projects were originally designed for. Under this act I think 
they were designed for a different group of families. 

Mr. O’Brery. Did not the municipalities in the act of 1949 get help 
from the Federal Government to accomplish certain municipal 
improvements, with an implied or express promise that the tenants 
displaced from demolished dwellings would have a priority? 

Reverend O’Grapy. That is right. 

Mr. O’Brien. I think it was written into the law. 

Reverend O’Grapy. It is written into the law. Of course, in title I 
of the act when the city makes a public improvement with the use of 
funds secured from the Federal Government they must provide 
decent, safe, and sanitary housing for the people who have been dis- 
possessed from that project. In other words, they must have a 
definite plan for settling each and every family. That is written into 
the law itself. 

Now, in regard to the public housing title—I believe it is title III 
of the act—there is a provision that they must have priority in the 
new project. Of course, I think that is a rather cruel thing. For 
instance, if you study, as I have, what is happening in the east side 
in your own city now, that was a project, as you know, and the last 
election was fought out on the question of 11 sites that had been 
selected by the local housing authority to build new housing units. 
Now the present city administration is committed to slum sites. 
They have their question right now. 

Mr. O’Brien. In the last city election. 

Reverend O’Grapy. Yes; the last election in Detroit. They are not 
trying to resettle. That would be an exaggeration. They have a 
provision for a project which is up now before the Public Housing 
Administration, for a project on the east side. They are not making 
any plans for the rehousing of these folks. They are trying to scare 
them out of the project. I think they have acquired practically all 
of the property there now, in all the villages, but the people are gradu- 
ally being pushed out, without any plan for their resettlement in a 
city which, as you know, has a great housing shortage, an acute 
housing shortage. Therefore, I do not see it. 

I think in all these public improvements there is an implied promise 
on the part of the city that the people have been under the impression 
that somebody would try to find housing for them, if they were 
moved out by reason of the demolition of their homes. I think you 
have an implied contract. You have a definite contract under title I. 
You have a right to resettlement in the project, the first right under 
title III of the public housing title of the act. 

I think it is a very serious situation, and I do not see how we could 
discontinue what is being done for public housing under the 1949 act. 
I do not see any substitute, except that we are going to forget the 
very elements of a standard of life for our people. 1 think you might 
as well say that you are going to abolish social security during the 
war, or old age and survivors’ insurance during the war. I think that 
is the way I feel about it, very frankly. 

I hope that the committee will give very serious thought to that. 
I think that this represents the first call, as I see it. 
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If we build only 500,000 units, it seems to me that the people in 
the greatest need for housing have the first call on those houses. We 
know very well that in spite of all that was said here this morning 
that they are not reaching this very low income group. There were 
1,300,000 houses built last year, but they did not meet the needs of 
this very low income group. 

Mr. O’Brien. I have one further question, Mr. Chairman. 

Monsignor O’Grady, is it your opinion that there are a substantial 
number of people in the defense areas whose family incomes are $50 
to $60 a week or less? 

Reverend O’Grapy. I think so. I think that is correct. I think 
you have raised a real question about that. That $60 is about $260 
a month, possibly. 

For instance, you ask them to pay $100 a month. That is too large 
ashare. The highest estimates we always go on are 20 percent of the 
income for housing. The most you can ask is 25 percent. When you 
begin to ask for 30 percent you are asking something these families 
cannot afford to pay. That is all there is to it. I do not believe they 
can pay $90. I think Raymond Foley’s estimate of rents, if | remem- 
ber it from his testimony, was such that I do not remember whether 
there was anything as low as $70. However, in these houses these price 
ranges on which he was figuring are such that I doubt if we can get 
anything less than $90 to $100 a month. I think you ought to be 
ready for that. 

Now, if this group can demonstrate that they can reach those low- 
income groups | think it is all right to give them the chance of doing 
so. At least, the Federal Government ought to have authority to 
enter into those areas and provide housing for people at a price they 
can afford to pay. ‘That is after every effort has been made to stimu- 
late private enterprise, to give them all the new aids provided under 
this title IX, and so forth. You are giving them adequate aids. It 
is a 90-percent mortgage guaranty which to all practical purposes will 
be more than a 100-percent guaranty. It is not going to be 90 percent. 
They are not going to have any risk. I presume it will be a 90-per- 
cent firm commitment, also. If they cannot provide housing within 
the income ranges of these low-income groups with all their talk about 
efficiency and everything else, without any risk on their part, then I 
think some method has to be found. You have to come up with some 
other method of providing for the needs of people in those areas. 
These are my convictions about it. I think they ought to be willing 
to face them. 

I do not think, assuming that you can use trailers exclusively and 
mobile housing for the complete answer, that that is correct. Maybe 
we shall have to use a considerable amount of mobile housing in those 
areas like Paducah, and Savannah River, and Idaho and New Mexico. 
Maybe it will be done in these isolated projects. That is a technical 
question that has to be faced on a technical basis, | think. 

Now, coming to this question of facilities provided in title I, I think 
I have already dealt sufficiently with the housing sections of title IT 
of the act. 

Mr. McDonovaeu. Monsignor, will you yield at that point? 

Reverend O’Grapy. Yes. 

Mr. McDonoveu. On this mobile housing, do you think that we 
should provide for any means for financing those units for the indi- 
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vidual, or for the contractor to buy in large quantities to rent to the 
individual? Which procedure do you think is right? 

Reverend O’Grapy. I rather prefer to deal with the individual. 
I think we have a new opening there all along this line. We do that 
in farm housing. We are doing that in farm housing already. 

I do not see any objection to helping the individual on that basis. 
If you know that he is qualified, you are going to have a problem 
here of determining whether or not he is a genuine worker who has 
been on the job. You have fairly good evidence that he is going to 
remain in this defense work and that he is necessary in the defense 
industry. It seems to me that the aiding of the individual is more 
important. 

As I pointed our before in connection with these housing units, | 
think you ought to help the individual to own his own house as soon 
as possible. I think the same ought to be thought out in connection 
with mobile housing. You may have to use contractors, but I would 
also like to keep open the possibility of working with the individual. 

Mr. Rarns. Monsignor, I regret to interrupt you, but we must 
answer the roll call. That is the second bell. 

Mr. Clerk, how many witnesses do we have? 

The CuerKk. One more, Mr. Chairman. 

Mr. Rains. We have one more witness. Do you think we could 
have a meeting tomorrow? 

The Cuierk. I think we could have one tomorrow afternoon, Mr. 
Chairman. You will not be able to have one in the morning. 

Mr. Stites. I just want to say, gentlemen, I am an American 
citizen. I will just interrupt a minute. It is probably not parlia- 
mentary, but on my own hook, because a Congressman asked me to 
come down to testify—— 

Mr. Rains. We want you to testify. 

Mr. Stites. I have taken time off. I do not have anything 
brilliant to say, I do not think, but I will be unable to do it tomorrow. 

Mr. Rarns. We want you to testify. Of course you realize that 
we have to answer the roll calls. 

Mr. Stites. Certainly. 

Mr. Rarns. I will come back as soon as I answer the roll. I will 
be back here. It will take me about 30 minutes to get over and back. 
If you will remain we will continue even though no one else comes. 

(Thereupon, at 3:20 p. m., a short recess was taken.) 

Mr. Rains. The committee will be in order. 

Monsignor O’Grady. 

Reverend O’Grapy. Now, I think that I have pretty well com- 
pleted my story, so far as the first sections of this bill are concerned, 
and so far as direct governmental action may be needed in that field. 

I realize that I should point out that this question of mobile hous- 
ing is a rather difficult question, and I pointed out that I thought 
the individual ought to be helped in that connection. 

I have been reminded that, of course, the trailer does not provide 
for long-term family housing; that is, that if people are going to live 
for a long time in an area with their families that the trailer is not 
designed to serve the family needs of families with children, because, 
after all, we have to assume that numbers of these families are going 
to have three, four, or five, and sometimes six children, and I do not 
see how these trailers can meet those needs and, of course, I suppose 
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the same thing would be true of many of the housing units which are 
erected for rental purposes—they are not designed to serve the needs 
of families. 

So, I wanted to clarify my point in regard to that particular situa- 
tion, Mr. Chairman. 

Now, in regard to those title IT facilities and services, I recognize 
that there is a rather long and heated debate on in regard to the 
facilities or services, and their relationship to a housing program. 
I lived through that debate during the last war, and I participated in 
it to a degree. 

I have seen a great deal of these facilities and services on the local 
level, and I have felt all the time that there was a tendency to use 
them for the expansion of existing civilian programs. Now, I think if 
we are going to do that it is all right with me, but we ought to do it 
with our eyes open, and we ought to realize that we are just not meet- 
ing the great needs growing directly out of the defense effort, that we 
are meeting the long-term needs of American communities. Now, if 
we can meet all of those needs in wartime, all the needs that are not 
being met at the present time, all of the civilian needs, well, of course, 
I think the Congress of the United States ought to face that question 
directly as to what kind of needs we are meeting. ‘That is one aspect 
of it. 

Another aspect of it is this: That when we are building community 
facilities we talk about relating them to existing community programs 
and to existing State plans, which I am sorry to say do not exist, so 
far as large areas of those States are concerned. 

Now, there is a third point that I have emphasized constantly 
throughout the last war, and that is how quickly vou can get the 
facilities and services under way in order to meet the needs. 

Now, of course, it is hard to forecast right now the needs which are 
ahead, because as I have pointed out before, as I see it most of the 
things that are coming up now mean a conversion of manpower from 
one use to the other. For instance, here is the Packard Automobile 
Co. in Detroit, Mich. One day it is making Packard automobiles, and 
the next day the same labor supply is used in the building of tanks, 
and I do not see that we are going to be spread out in new communities 
as much as we were in the last war. Of course, I do not have much 
of a general picture of what is going to be done in the city of Detroit, 
in Burbank on the edge of Los Angeles, or what is going to happen 
in Inglewood, in Wichita, or East Hartford, in these large airplane 
centers. We do not have that picture yet. I do not think anybody 
has it, but certainly not much, if anything, has happened yet. I do 
not see much in-migration of labor into those places as yet, but we 
always keep on talking about it. 

I notice Mr. Foley, in his testimony, talks about the fact that this 
in-migration is taxing the community services, and that is what I 
presume this bill is designed to meet, not this man who was making 
Packard automobiles yesterday. He may not have a very good house 
in which to live, but certainly his housing needs do not arise out of the 
defense situation. He is making planes, or he is making tanks today. 
For instance, in West Cleveland, you have the same situation in that 
former bomber plant which now, as I understand it, is being converted 
to other uses, and that is going pretty well, and I do not know whether 
there are any serious needs arising out of that situation in East 
Cleveland that did not exist there for a long time. 
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Now, in the last war we had what was known as the Lanham Act, 
and it was, of course, an authorization to make loans or grants to both 
public and private agencies. The Lanham Act authorized the Federa! 
Works Administrator— 
to make loans or grants, or both, to public and private agencies for public works 
and equipment therefor, and to make contributions to public or private agencies 
for the maintenance and operation of public works. 

I notice in title II of this act practically the same language. It 
says: 

The Administrator may make loans or grants, or other payments, to publie and 
nonprofit agencies for the provision, or for the operation and maintenance, of 
community facilities and equipment therefor, or for the provision of community 
services, upon such terms and in such amounts as the Administrator may conside: 
to be in the public interest. 

Now, that, of course, was questioned immediately by the Federal 
Security Administration. We had a long battle extending over a 
period of 3 years, and finally they decided that the facilities group, 
the Bureau of Community Facilities, would advise with the existing 
agencies, and would make the best possible use of their services and 
their experience, but that if they were going to tie these in with exist- 
ing State programs they would have to go through State channels, 
and then they would have the local problems to deal with that the 
States have all of the time that those of us/who keep up with it know 
too well—the problems that the States have in dealing with the local 
communities. Of course, you can stand that in peacetime, but if you 
need those facilities immediately, and there is a need arising out of 
the defense situation, my honest opinion is you have to be able to go 
out there and meet it and make the best use of such advice and service 
as you can get from the State and at the same time get something 
done promptly. 

Mr. Rarns. I think the committee believes that as much of that 
should be handled on the local level as can be handled there. You 
do not mean to say that the schools and so forth should be operated by 
anything other than the local school agency? 

Reverend O’Grapy. No. What I mean, Congressman, is, for 
instance, we have the Savannah River situation, and we find that 
here is a program under way, and we need to get something done 
quickly in this area. Now, then, you ought to be able to deal with that 
local situation in order to do that. You can use the advice you get 
from the State and that you get there out of the State and local 
machinery, but because there are conflicts between the State and local 
communities you do not want them to become involved in your 
Federal relationship. You will use the loc al school board, yes, but 
I know something about how these agencies operate, and I have 
observed them for many years; I have seen them from the State and 
local level. . 

Mr. McDonovau. To which agency do you refer? 

Reverend O’Grapy. | am talking here about the Federal Security 
Agency and the agencies which operate as a part of it. 

Mr. McDonovuau. For what purposes? 

Reverend O’Grapy. For day-care centers, for health services, for 
educational services, and for all of these community services and 
facilities that are involved in this act. I am thinking of the most 
effective method of handling this program. This is not the ordinary 
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situation. This is supposed to be an acute war situation that rises up 
out of the necessary inmigration of labor, and not the ordinary civilian 
situation. It is supposed to be a critical situation which has to be 
handled quickly, and whether or not you can use these ordinary 
channels of Federal and State relationships for that purpose is question- 
able, and I do not believe you can. 

Mr. McDonoveu. You say, the Savannah River situation is an 
exceptional one because it never existed before; and there was no 
town there, there are no sewage-disposal facilities, and there are no 
recreational facilities, and no day-care centers there or anything else. 

Reverend O’Grapy. That is right. 

Mr. McDonoveu. And they have no local agency to deal with 
there. Well, now, you have a situation like that which probably 
would have come into existence even if we did not have this emergency 
because it is for the development of atomic energy; is it not? 

Reverend O’Grapy. Yes; that is right. 

Mr. McDonoveu. So would you say that this bill should be so 
written that the Federal Government will have to meet the situation 
as we find it in critical areas, or to use the State, county, and city 
agencies where they now exist? 

Reverend O’Grapy. Yes, as best you can; but not to have to wait 
until you conclude long debates with them. Here is what actually 
happens in practice, Congressman. You have, for instance, a number 
of organizations, outside national agencies. 

Mr. Rarns. Monsignor O’Grady, I would like to call your attention 
to the fact that it is now about 4 o’clock. I do not want to cut your 
statement short, but we have been going here for an hour and a half, 
and we must close in a little while in order to get to another witness 
who desires to be heard this afternoon. 

Reverend O’Grapy. How much more time do I have, then? 

Mr. Rains. About 5 minutes. 

Reverend O’Grapy. You want to get through before 4 o'clock? 

Mr. Ratns. We have to hear another witness, and we have to get 
home at a reasonable hour due to the icy condition of the roads 
tonight. 

Reverend O’Grapy. I was trying to point out this, in the first 
place the Federal Government is dealing with a lot of agencies nation- 
ally, and I think most of this recreational work in the last war was 
provided by national organizations operating in the areas. Just as 
they provided recreation in camp areas they similarly provided rec- 
reation for industrial workers. They worked together with these 
national agencies of the Federal Government, and you may be sure 
that they will be participating in this Savannah River project. They 
are already discussing problems arising in the Savannah River project. 

Then, of course, you will use them. We found out that in the last 
war that stirred up a great deal of local interest on the part of volun- 
teers, and outside religious groups, for instance, became very much 
interested in these local areas, and in the surrounding towns, imple- 
mented by such assistance as they were able to get from their national 
groups. That is one thing that happened very definitely at that time. 
Then, of course, the National Government got in there and the facili- 
ties group was in there too, and they tried to work as best they could 
with whatever assistance they could get locally and what assistance 
they could get from the State and what assistance they could get 
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from the various volunteer groups. That is the reason this thing 
was left in a very flexible condition, so that you could use whatever 
was available to you, to use it on an emergency basis, and right there 
take care of a critical situation without long-drawn-out debates, you 
see. That is the way that it happened as I saw it before from my 
contacts with these various local communities. 

Then there is another point that I would like to make in regard to 
this, I think we have to consider how far is this program to be used 
by Federal and State agencies as a means of implementing their present 
programs or as ameans of taking care of present defense situations. 
Then there is this question which has been debated a great deal of the 
use of day-care centers for women with children. Now, as I under- 
stand it, those in charge of the implementing of the services are rather 
slow, for instance, in encouraging the use of large numbers of women, 
those with young children especially, and that creates a special 
problem. 

Now, have we reached that situation? Now it ought to be de- 
termined by the people who have charge of the manpower, and who 
ought to know in each local community, and I am informed that they 
are not conducting any campaigns to get large numbers of women, 
especially women, with young children into war industry. That 
situation has not arisen as yet. We have found, in the last war, where 
we built up about 2,000 centers, and we found that they were assured 
that there was great need for them, but it took a very long time to fill 
them, and they were empty, and they were only 50 percent filled 
for the first year. 

Then another interesting thing that happened in the last war is the 
fact that after the war came to an end all of these centers were closed, 
which procedure set a lot of people to thinking as to why it was, why 
the communities would not continue to use them in every place where 
they were needed. There were several places where assistance was 
given by the State—in California, Washington, and New York, where 
they had State assistance, but in a number of States they were not 
continued. 

Then, I think you have got a lot of people in other areas, and you 
develop in these areas a lot of centers and a lot of interest in them. 
There is a sort of spirit of self-help which you find in a lot of impacted 
areas, where you develop a sort of private center. In some of the 
States they provide a license for these private centers. But they do 
spring up in very large numbers. There are many who are interested 
in these day-care centers and I notice that you gentlemen very widely 
provide for the utilization of the existing facilities, and I think that 
ought to be made clear, moreover, in the title of the bill, in the declara- 
tion of policy, that they must make use of all these existing facilities. 

I think the people ought to know what is exclusively a governmental 
function and then finally when agreement is reached encourage the 
people in this entire field. 

Mr. Rains. Thank you very much, Monsignor O’Grady. We 
would like to ask you a lot of questions, but we are very much pressed 
for time. Our time has run out. 

Reverend O’Grapy. Thank you, Mr. Chairman. 
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STATEMENT OF FREDERICK C. STILES, BUILDER, GRAND RAPIDS, 
MICHIGAN 


Mr. Rarns. I believe Mr. Stiles of Grand Rapids is our next witness. 
Come around, Mr. Stiles, and give your full name and the capacity 
in which you appear for the record. 

Mr. Stites. Mr. Chairman and gentlemen of the committee: My 
name is Frederick C. Stiles. I am from Grand Rapids, Mich. 
I am perhaps unique in my appearance, as I am here representing 
myself only. 

Mr. Kiipurn. I would like to ask, Mr. Chairman, that Mr. Stiles 
be permitted to extend his material in the record at this point. 

Mr. Srives. It will take me about 10 minutes to present it, Mr. 
Chairman. 

Mr. Rains. Go right ahead. We will bear with you for that 
length of time. 

Mr. Strives. Since I actively went back into the house-building busi- 
ness—after being away from it for a few years—I have had the oppor- 
tunity to build 300 homes which I consider in the low-cost bracket. 
The price range was from $6,400 to $9,500. In the last 24 months my 
building costs have increased approximately 30 percent. These 
increases in costs are due to the following factors: Land value, 100 
percent; lumber and material prices, 35 percent; cement work, 15 
percent; carpenter labor, 20 percent; plastering, 20 percent; plumbing, 
20 percent; wiring, 20 percent; and heating, 25 percent. 

No single factor would appear to be out of line with the general 
trend of other United States commodities except land value. 

The increase in land cost is due largely to the fact that tax dis- 
tressed lots—depression step-children—are no longer available. To- 
day, when we want lots, we must pay the full shot of improving them. 
In Grand Rapids the cost of full improvements is $22 per front foot. 
This means that lots we were using immediately after the war did not 
in any way reflect true replacement cost. 

Good lots, acceptable to FHA for $9,000 housing units, are priced at 
a minimum of $900 when only partially improved, and, $1,800 to 
$2,000 when fully improved. 

In 1949 I built on lots that cost only $400. These were “distressed 
lots’ purchased on tax sales and were acquired for $100 or less in 1940. 
At that time I was able to purchase 122 lots of this sort that were 
platted and partially improved. This is no longer possible. This 
change in the cost of lots makes a substantial difference in the cost of a 
home. Other increases in prices reflect the impact of taxation and 
general inflation. Still, we are producing a good product for the 
money. The folks I have helped to house have reasonable invest- 
ment under reasonable terms of purchase. 

Now we come to the crux of the matter we are concerned with— 
namely defense housing. How are we going to get it built and where? 
The building industry is today geared to do a tremendous job. If the 
policy adopted by Congress is sound, there should be no difficulty in 
getting the houses built that our defense effort may require. The 
housing industry today for the first time in history is organized on a 
semi-mass-production basis. This applies not only to prefab manu- 
facturers but to site fabricators as well. 
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With the aid of the finance help of FHA and veterans’ insured loans 
the United States housing industry is rapidly emerging from the horse 
and buggy technology of the twenties. 

Keep this in mind: (a) Terms of home finance are more important 
to > ape and economy in housing than all the machines in the 
world. 

(6) In times of defense dislocations the flow of materials available 
to builders must be smooth and regular. Direct labor is a relatively 
small factor in the cost of housing. The important thing is project 
organization and a flow of building materials which can only be ac- 
complished with a uniform and consistent method of financing. 

Real estate and houses are subject to speculation even more than 
stocks and bonds. Instability in the public mind regarding the availa- 
bility of housing creates inflation in housing. Our defense effort 
should approach housing as a normal problem. Too much special 
defense-housing legislation will create boom and boondoggle. 

Now the contrast between 1940 and the present time: 

In 1940 the housing industry in America was a depression invalid. 
We limped along one house at a time because we did not dare tackle 
anything on a project basis. 

In all the United States of America there probably were not two 
dozen men qualified to tackle project building, but in 1951 there are 
literally thousands who are capable of organizing such efforts. 

I would not hesitate to tackle a 500-house project anywhere in the 
United States. 

My organization is mobile and ready to go to work. 

I can pick up and move qualified men without much hesitation. 

My organization has the know-how. 

All that is required is for the Government to say what it wants and 
I am sure we builders will produce it. 

Remember, however, it is the financing and steady flow of materials 
that counts. 

FHA has proven its ability to revolutionize the housing industry. 
Let us keep our methods uniform and our system flowing evenly. 

The GI bill was a good example of going about a problem the wrong 
way. How much more efficient it would have been to let vererans’ 
housing go through the normal FHA channels with simply a lower 
down payment or interest rate for ex-servicemen. 

Instead Congress created a double bureacracy. All the functions 
of FHA are duplicated in the VA with consequent delays, red tape, 
and expense to the taxpayer. 

Right at the present time there are many inconsistencies in the 
situation. For example, construction loans—the life’s blood of project 
building—are not generally available through the Veterans’ Admin- 
istration. 

Under regulation X veterans receive a credit preference on a GI 
loan not available if they wish to buy or build an FHA home. 

Another freak is allowing insurance companies to sell life insurance 
by making GI loans available to those who buy policies, and then 
selling their mortgages to FNMA. This is a loophole which permits 
a practice that certainly was not the intent of Congress. I know a 
Michigan insurance company that has not made a single permanent 

nvestment in a mortgage but has processed a billion dollars in mort- 
age loans to get thousands in life-insurance premiums. 
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These are but some inconsistencies that the present legislation under 
consideration should rectify. 

I suggest, first, construction money for GI loans be made available 
through some change in existing housing legislation. 

Second, regulation X be specifically modified and made clear so 
that veterans wishing to buy FHA homes may do so with the same 
down payment required for VA loans. 

Third, that a concentrated effort be made to combine the functions 
of FHA and GI loans so that duplication of appraisals, inspections, 
processing, and so forth, be eliminated. 

In many cases this will help to provide defense housing for veterans 
of the last war. It will be a stimulus to builders throughout the 
Nation and a saving to the taxpayer where overlapping of agencies 
can be eliminated. 

Thus my general approach to defense housing is simply this: We 
should make the most of all existing housing legislation which has been 
proven sound and which the builders understand. Use of present 
FHA and GI finance implements can produce a high percentage of 
all the housing needs. 

For example, at the present time in Grand Rapids I am associated 
with two projects of interest to you. First, a 75-house, two-bedroom, 
project which will sell for $9,500. This is being built under title, IT 
of FHA. It is not subject to regulation X. 

Second, a 64-family rental project, two-bedroom, brick veneer being 
built under title II of FHA for rent at $85 per month. 

Greater Grand Rapids is a city of 230,000 now largely devoted to 
metal working, and in all likelihood would be designated a defense 
area. With the slightest encouragement—if we knew in advance we 
were going to be declared a defense area, I doubt very much if any 
special provisions for defense housing would be necessary in Grand 
Rapids. The incentive is already with us by the market of supply 
and demand. In a recent housing survey the vacancy ratio was said 
to be too low to permit rent decontrol. Therefore, we are continuing 
to build houses at an unprecedented rate. This year we broke the 
all-time record in our community with better than 3,500 starts. 

Here again I want to stress one of my basic points: Do not rock 
the boat any more than is absolutely necessary. 

The housing industry is a-sensitive and speculative industry. If 
you get too drastic in your approach to the problem you will create 
abnormal conditions that will spiral into a crazy inflation that will 
dwarf anything we have seen so far. 

I have watched the industry closely in the past few weeks. Lum- 
ber prices were on the down-trend due to slackening in the market 
demand before Korea. They kept going down until a few weeks 
ago when talk of a price control drove them up. Now, through 
hysteria and uncertainty they have gone berserk again. The same 
applies to speculative buying in nails, hardware, and so forth. 

Assure the builders of a steady, well regulated flow of house financing 
and materials to build with, and you will find houses built for defense 
workers. 

Get overenthusiastic about defense housing—as if it was something 
unique and entirely unrelated to normal housing, and you are bound 
to create dislocations that will drive speculative prices out of sight. 


‘ 
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Since copies of the bill under consideration were available, I have 
tried to study it as thoroughly as possible. I think it is not a bad bill. 
Some may feel it was written by the wrong party. 

My feelings about it are sort of indefinite inasmuch as I cannot see 
that it accomplishes much of anything that would not be accomplished 
by simply clarifying the intent of the Government as regards making 
use of existing finance legislation. 

One simple expedient for war housing that is a lead-pipe cinch to 
implement without this type of special legislation is to use some discre- 
tion in the application and enforcement of regulation X and other 
credit controls. 

I cannot help feeling that this bill gets the horse before the cart. 

Let me illustrate. Let us say, for example, that Grand Rapids, 
Mich., is declared a defense housing area—or if Detroit is a better 
example, let us take Detroit. 

Now if you want to get war housing in either of these communities, 
why not simply relax regulation X in these neighborhoods on houses 
in the lower-cost bracket? I can assure you that there are plenty of 
builders and plenty of home buyers who would get together and solve 
the problem. 

You see the real crux of the matter is that the Government does not 
yet. know where the housing shortage for defense effort is. Standards 
for the determination of defense housing areas should be made more 
specific so that builders will be able to judge whether their communities 
will receive priorities and finance aids. By defining specific defense 
areas, the momentum already developed by builders in these areas 
can be sustained. This bill tends to be a carte blanche on the theory 
that existing legislation is inadequate. 

But, gentlemen, where is it inadequate? That is the problem. I 
dare say if you would publish a list of those communities needing 
housing you would find hundreds of builders ready to pick up stakes 
and go to those communities. 

Builders, like anyone else, will follow the dollars. If there is a fair 
profit to be made, we are like anyone else—we will take the mountain 
to Mohammed. 

Much of the bill under consideration concerns itself with rentals. 
In title 903 we concern ourselves with individual houses for rent. In 
title 908 it is multiple dwellings for rent. 

Perhaps the argument is that speculative builders will not build in 
defense areas for rental under present legislation. This is true of 
isolated areas. 

Before the application of regulation X, however, I noted a different 
trend. 

Builders in our community were beginning to build for rent because 
of three favorable conditions: 

First, financing was available which did not require too much cash 
investment. 

Second, they had begun to believe that rentals were a good hedge 
against inflation. 

Third, without rent control on a new construction they had dis- 
covered that they could get a just and adequate compensation for 
the money and effort they had invested. 

These conditions were recently disrupted by changes in terms of 
credit and by the threat of a reimposition of rent control on new 
construction. ‘ 
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The conditions will be fulfilled again if, first, regulation X and 
other credit controls are lifted in defined areas on rental housing; and, 
second, any future rent control permits a just and secure return on 
the market value. 

The third condition—belief in the desirability in that type of in- 
vestment—is already existent, because the serious threat of inflation 
has created a flight toward investment in property for rental. 

Now I come to my summary and conclusions, gentlemen. Let 
me state these convictions and I trust you will give them sincere con- 
sideration. 

First the generalities. The housing industry today has a tremen- 
dous capacity that can meet any challenge put before it. Proper 
financing and assurance of material flow is the key with which to 
meet the challenge. 

Second, do not rock the boat any more than you absolutely have to. 
Rocking the boat produces hysteria, which in turn accounts for a large 
part of inflation. 

Third, use regulation X and other credit controls to best advan- 
tage—lift the regulation where you need more housing; clamp it 
down where you do not. 

Fourth, clarify your policy on rent control. No one will ever build 
for rental if they are not assured a fair return on investment and 
market value. Even in public housing the Government has no right 
to accept less than a fair return, although there are some who believe 
they should. 

Fifth, let the Government first designate standards for defense 
areas. FHA is well qualified to implement this policy. If housing 
does not spring up overnight. I will be very much surprised. 

These are the general outlines of a realistic plan for defense housing. 

Now as to specific improvements in legislation affecting housing. 

First, provide construction money for GI loans. 

Second, equalize regulation X by permitting GI’s the same credit 
terms for FHA as they get now with GI. 

Third, public lists in the builders’ magazines of areas requiring 
defense housing. 

Fourth, under the bill, as now written, a top mortgage of $8,100 
for a two-bedroom house is set. In my opinion this is slightly lower 
than practical experience in areas where full basements and more 
complete heating are required. 

Fifth, give the FHA a little more leeway in interpreting their rules 
and regulations. Actually, inasmuch as they appraise proposed 
buildings they can within their own administration regulate the con- 
ditions of credit in a given community. 

For example, construction costs are now frozen at the July 1 level. 

By allowing the FHA discretionary powers to raise this level in 
areas in which housing is needed, they can induce private capital to 
invest to any extent they desire. 

Sixth, add a provision to the bill making it mandatory that before 
the Government can build any houses itself in outlying and remote 
areas, a reasonable opportunity be afforded private builders and pri- 
vate capital to tackle these first. 

This, then, gentlemen, is my conception of how to handle the 
defense housing problem. 

It is not the same problem it was after Pearl Harbor in 1942. It is 
an entirely different industry. 
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We are ready to fulfill your needs. Give us a chance to answer 
your questions and tackle the job at hand. I feel confident we can 
produce the desired results. 

Instead of a new bill, I suggest we work the wrinkles out of existing 
legislation. After all, we built 1,300,000 houses in the United States 
of America last year. 

How many houses do you want in 1951? And where? 

Mr. Tauue. Mr. Stiles, you say you are from Grand Rapids, Mich.? 

Mr. Stites. Yes. 

Mr. Tate. How large is the city of Grand Rapids? 

Mr. Stites. Approximately 25,000. 

Mr. Tauuie. Has the war industry situation changed there very 
much since World War II? 

Mr. Stites. We had no great war industries there at all. We had 
conversion of existing plants. There was only one plant built, an 
aluminum extrusion plant, which did not employ I do not suppose, 
over five or six hundred people. Of course, the plants that were con- 
verted were some of the large ones—General Motors, the Nash-Kel- 
vinator, and a furniture factory, which got employment to the peak, 
over and above anything we had ever had before the war. 

Mr. Tauue. I gather, then, that your labor shifted from peacetime 
industry to wartime industrial operations? 

Mr. Strives. Yes, and we went through a long period of time in 
Grand Rapids, and I can cite you instance after instance from my own 
experience, where there was no defense construction at all, during 
which labor left our community and went into other spots, such as 
Flint, Detroit, and Fort Wayne. 

Mr. Tatu. In other words, no great quantity of housing construc- 
tion occurred because of the war? 

Mr. Stites. That is right. 

Mr. Tatu. And no great housing shortage existed? 

Mr. Stites. The housing shortage did not occur as the result of 
the war. At the end of the war it occurred as it has all over the 
country. 

Mr. Taig. Which is a perfectly normal thing. 

Mr. Strives. I am sorry, | did not hear your question. 

Mr. Tate. That is just a normal thing? 

Mr. Strives. Yes. 

Mr. Tauue. Then it is your viewpoint that we should first find out 
what the prospect is for a housing shortage? 

Mr. Sriues. I think that is a very good suggestion, yes. 

Mr. Tair. And where the prospective shortage may be? 

Mr. Stites. Yes; I think some money might be spent on a survey— 
I do not know that that is possible; that is, whether you can anticipate 
those things or not. But I feel this way, however, that the amount 
of dislocation that we are going to have this “‘trip’’ is not going to be 
anything near as severe as it was the last time. It is true that people 
are going into the aircraft factories in California, but the housing 
situation in California, as I understand, is quite adequate right now, 
and I think the manpower situation is, except for perhaps a few 
technicians, engineers, and specialists. 

Mr. Tatie. We do, however, have some experience which we can 
use as a pattern to follow, and we do know that if an all-out war 
comes people in industry will cut down their production for peace- 
time goods and labor will be released from that production. 
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Mr. Stites. That is right. 

Mr. Tair. But workers will continue, possibly, to live in the 
homes they now occupy. At least these matters should be taken 
into account in considering the pending bill. 

Mr. Stites. I feel that way, too. I feel there is a lot of cry of 
“Wolf, wolf,’ now in regard to defense housing. I think there is 
one provision in the bill, in the first part of it, where it sets $8,100 as 
the top. And purely from the selfish point of view, the industry 
might want that, because it makes the terms of financing easier; it 
means more houses, and yet with the trend of inflation I am not so 
sure that we should have that. I think that if we had regulation X 
lifted, as regard the down payment, it would help. You see, if a 
house sells for $9,000 the down payment is one amount; if it is $8,100 
the down payment is $900. Under the regulation the FHA arrange- 
ment—prior to the regulation the down payment on that house would 
be about $1,200. That helps to keep inflation down. 

Mr. Tatue. Will you state for the record what regulation X 
provides? 

Mr. Srites. Regulation X provides for the curtailment—rather it 
provides the down-payment schedule shall increase with the amount 
of the cost of the house. The down-payment schedules are quite 
drastic over anything we ever had prior to this time. It is on a 
progressive scale; the higher you go the more the down payment. 
You start out at about 20 percent in the low-cost range, and you run 
up to 50 percent by the time you get to $25,000, I believe, is the figure. 

Mr. Tatue. That is all, Mr. Chairman. 

Mr. Kitsurn. I would like to observe for the record, Mr. Chairman, 
that it is very refreshing to have a witness before the committee with 
such long personal experience in the housing business, and who is will- 
ing to come here representing himself to tell us just what his experience 
has been. 

Mr. Stites. Thank you, Mr. Kilburn. 

Mr. Kiitpurn. Many of the witnesses come from some big organiza- 
tion to discuss the experience of the organization, and I[ think it is 
fine to have had a witness testify from his own business experience. 

Mr. McDonovau. In your statement you define a defense area and 
suggest that a survey be made before any buildings are built to find 
out what the housing situation might be in that area, and then that 
a reasonable opportunity should be given to local builders to fill the 
need before the Government steps in. 

Mr. Stizes. Yes. 

Mr. McDonovau. Let us presume we have found an area where 
there is a war shortage, and there is a need for housing, we will say, 
for a thousand to fifteen hundred workers. Now just what do you 
mean by “a reasonable opportunity” for the local builders to meet 
the need? 

Mr. Stites. What type of area have you found? 

Mr. McDonovau. Here is an area with a defense plant that is 
going to be reactivated, we will say, or one is going to be constructed. 

Mr. Srixes. I think it would depend, in a great many instances, on 
the actual situation in the locality. For example, I can imagine a 
situation where the Dodge plant in south Chicago might be involved, 
and where it would be entirely possible that private investment and 
private builders would be perfectly willing to step in, because generally 
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it is in-an area near Chicago that would be taken in; and the local 
interests would be willmg to engage in the construction of a large 
project, although the housing for that particular plant might not be 
needed after the emergency ; but the city itself can absorb it. Whereas 
you might take an isolated location, like Las Vegas, Nev., with the 
Atomic Energy Commission; then I think the only thing there would 
be for the Atomic Energy Commission to construct the Getting along 
with the plant they build. I think there you should authorize the 
Atomic Energy Commission to build the houses as needed. 

Mr. McDonoveu. You mean you would have the defense houses 
built under the jurisdiction of the Federal Government itself? 

Mr. Strives. Yes; that might be necessary. 

Mr. McDonoveu. Without the local builders participating in that 
work. 

Mr. Stites. Yes; because it might happen in that sort of situation 
that the lecal carpenters, or the local builders and local capital would 
not be interested in going ahead with it. 

Mr. McDonovan. In areas where experienced men are available 
what would you consider a reasonable opportunity for building a 
thousand houses? 

Mr. Srites. I would say that a reasonable opportunity would be 
a notification of say 30 days; that a thousand houses were needed, 
and that within that 30-day period the private builders who were 
interested then proceed to tackle the job; to enter into a commitment, 
through the Federal Housing local office in the area; and they would 
then set to work and the job would be done. 

Mr. McDonoveu. Do you not think that opportunity is provided 
for in this bill? 

Mr. Stites. Yes; I think it is provided for in this bill. What I 
was especially talking about was that part of the bill which refers to 
the building of houses in outlying areas. In other words that part of 
the bill which says that the administration, the President, or whoever 
he may designate, shall determine what is necessary. 

Mr. McDonoveu. And he shall make a finding. 

Mr. Stites. Yes. And he will have to be the judge, and he finds 
that the situation is so and so, then he can authorize the work to 
proceed. Is that right? 

Mr. McDonovau. That is the way the bill is written. 

Mr. Stites. I think that is fraught with a little danger for some 
cities around the country. It may be, for example, that Grand 
Rapids would like to have the employment, and they would say they 
ought to have 2,000 houses built, and somebody would arbitrarily 
decide they needed those 2,000 houses, when maybe it did not need 
them at all; and there might be some political angle to it. 

Mr. McDonovuau. Suppose the Government should proceed to 
build 2,000 houses in an area where buildings are not now available, 
could it build those 2,000 houses cheaper than the private contractor 
could do it? 

Mr. Stites. No. 

Mr. McDonoveu. How much more do you think it would cost per 
unit for the Government to build the 2,000 houses? 

Mr. Stites. The only thing I can judge from is my experience on 
two construction jobs during the war for the Defense Plants Corpora- 
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tion, where private incentive was not particularly keen in sharpening 
the pencil—it was a cost-plus job; and I would say it would cost a 
third more. 

Mr. McDonovaeu. In other words, a $9,000 house might cost 
$12,000 if the Government built it? 

Mr. Strives. I can imagine that would be very nearly right, ves. 

Mr. McDonovenu. And then in the rental, or the sale of that house 
and in fixing the rental, it would be necessary to increase the charge 
above what it would have been if private builders had built it? 

Mr. Strives. Yes. 

Mr. McDonovau. You mean to say, then, that if the Government 
does build any defense units in any congested areas where private 
industry does not enter into the picture, the rents to the workers are 
going to be higher than on privately owned projects? 

Mr. Stiues. I would say so. 

Mr. McDonouau. That is all. 

Mr. Rarns. You realize that the bill does not visualize the Govern- 
ment actually moving in and building the houses; they would let the 
contract to the lowest bidder? 

Mr. McDonouau. Yes, certainly; I understand that. But I 
thought the gentleman was making the supposition that the Govern- 
ment built them. 

Mr. Murer. You mean if the Government actually did the 
building, costs would be higher than if private industry built them? 

Mr. McDonovau. I should think they would be higher. 

Mr. Mutter. Higher for labor and materials? 

Mr. McDonovau. I do not think that is the real problem. There 
is not any intent in this bill that that should ever take place. 

Mr. Mutter. No; of course, there is not. In your area, do the 
factory workers average more than $65 a week? 

Mr. Stites. | would say that is the average. I would say the 
average is $65 a week for the head of a family. 

Mr. Mutter. So that a two-bedroom apartment that is being 
rented for $85 a month would not take care of that factory worker? 

Mr. Stites. Yes, I think so, when you consider that it is heated 
and lighted. 

Mr. Mutter. Does a man earning $65 a week find himself able to 
afford an $85-a-month apartment? 

Mr. Stites. I think usually he can afford about a quarter of his 
income, or 1 week’s income out of the month, for the basic rent alone. 
Then he usually pays for heat, light, and utility services on top of 
that. 

Mr. Mutter. He could not afford to buy that $9,500 home that 
you were talking about, could he? 

Mr. Stites. His monthly payments on that, under FHA, with 
about $1,000 paid down, would run $48 a month. Yes, I think he 
can afford to pay that. 

Mr. Mutter. Do many of those factory workers buy $9,500 homes? 

Mr. Stites. Yes, sir; | would say that out of the 300 houses that 
I have built—well, let us not take the total of the 300; let us take 
the $9,500 houses. I would say that there have been only about 100 
or 125 of those that nobody has purchased who has an income of $70 
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a week. They have all been purchased by people with incomes of 
$70 a week down to about $55 a week. 

Mr. Mutter. The $9,500 homes? ‘ 

Mr. Stites. Yes. 

Mr. Mutter. Thank you. 

Mr. Rains. If there are no other questions, thank you for your 
statement. The committee stands adjourned. 

(Whereupon at 4:32, the committee adjourned to meet on Friday, 
February 2, 1951, at 10:30 a. m.) 
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FRIDAY, FEBRUARY 2, 1951 


House oF REPRESENTATIVES, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The Committee met at 10:30 a. m., in the committee room of the 
House Banking and Currency Committee, the Honorable Brent 
Spence (chairman) presiding, for further consideration of H. R. 1272. 

Members present: Spence, Brown, Rains, Buchanan, Deane, 
McKinnon, Kluezynski, Wolcott, Talle, Kilburn, Cole, Nicholson, 
Widnall, and Buffett. 

The CHarRMAN. The committee will be in order. The clerk will 
call the first witness. 

The Cuierk. The first witness is Mr. Richard J. Gray, president, 
building and construction trades department, American Federation 
of Labor. 

The CuarrMan. You may proceed, Mr. Gray. 


STATEMENT OF RICHARD J. GRAY, PRESIDENT, BUILDING 
AND CONSTRUCTION TRADES DEPARTMENT, A. F. OF L. 


Mr. Gray. Thank you, Mr. Chairman. This statement is pre- 
sented by Richard J. Gray, president, building and construction 
trades department, American Federation of Labor, before the House 
manking and Currency Committee on Defense Housing and Com- 
munity Facilities Act of 1951, H. R. 1272. 

I am presenting this statement in my capacity both as a member of 
the housing committee of the American Federation of Labor and as 
president of the building and construction trades department, A. F. 
of L. 

Although the tempo of defense production has begun to quicken only 
in recent months and is by no means at a peak level, there are already 
increasing signs of a serious shortage of housing for workers in defense 
industry in areas throughout the country. Within the past week, the 
housing committee of the A. F. of L. has asked a number of central 
labor unions for information regarding local housing conditions. I 
should like to quote from just a few of the replies we have received: 


Los Angeles: 


It is estimated that 224,250 essential in-migrants for selected war industries 
within the county will require conservatively 112,125 additional houses by the 
end of 1951, assuming two workers for every house. This gives no allowance for 
increased military personnel to be stationed in the area, no allowance for ship- 
building needs, for any increase in Government civilian workers, for transportation 
workers, for miscellaneous employment outside the selected industries, or for the 
normal increased needs of other persons in the area. 
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Detroit: : 


There is a complete absence of any rental housing in Detroit * * * Indus- 
trial turn-over extremely high due to lack of housing for recently hired workers 
* * * Thousands of additional units of permanent low-cost housing badly 
needed. Rent should be between $50 and $60 per unit. 

Birmingham: 

Information * * * from a survey recently completed here: 

Estimate of housing needs for Birmingham, Ala.: 34,000 units (39 percent 
white: 61 percent Negro). 

Will additional housing be necessary to handle contemplated increase in defense 
workers: 5,000 to 7,000 units. 

Type of housing needed and rents required to fit needs of defense workers: 
Permanent type only desired; rents in range of between $35 to $45 or $50. 
Wichita, Kans.: 


Housing situation very tight at the present time. While private capital is 
engaged in construction of rental units, the influx of workers seeking employment 
in the aircraft industry is causing an immediate demand which is not being fully 
met. The rapidity of increasing employment for defense contracts will determine 
further shortages. It is our feeling that the immediate demand for housing will 
remain critical for an extended period of time considering present conditions. 

If employment conditions continue to increase in the aircraft industry, as now 
contemplated, additional rental units will be needed. 

The need is for two- and three-bedroom units with rentals ranging from $50 
to $70 per month. 


Paducah: 


There is a definite housing shortage in this area. It is difficult to estimate the 
number of housing units needed because of the varied opinions on this subject. 
However, it is our belief that at least 1,000 new units could be used for our normal 
needs. * * * Additional housing will be necessary for the contemplated 
increase in defense workers. * * * Our greatest need, at present, is for the 
worker in between the $50 to $60 per week group. 

Recognizing the very critical problems involved in the defense- 
housing question, the executive council of the American Federation 
of Labor, at its meeting concluded just last week, issued a statement 
of defense-housing policy as one of its first items of business. Because 
this statement was adopted only a few days ago and because it repre- 
sents the unanimous views of the executive council, I am attaching a 
copy of it for your information. At this time I merely wish to sum- 
marize the major principles contained in that statement. 

(1) Establishment of a rigid system of allocations and priorities is 
the only method of assuring that limited construction manpower and 
materials will be used to meet the most pressing defense and civilian 
needs. 

(2) Until the above recommendation is made effective, we continue 
to urge that so long as credit restrictions are used as a method of regu- 
lating housing construction, down payments required for the lower 
priced houses be reduced in order to permit ordinary families without 
large accumulated savings to purchase new houses. 

(3) Because there is a continued acute need for decent homes for 
low-income families, we urge that there be no cut-back in the low-rent 
public-housing program. 

(4) In order to provide adequate housing for defense workers, we 
will need a new large-scale defense-housing program. Primary em- 
phasis must be placed on construction of rental housing, particularly 
in such new and revitalized defense centers as are likely to be demobi- 
lized when the emergency is over. While maximum responsibility for 
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carrying out this program should be given to private builders, we 
recognize that a large part of the job will have to be done under 
public auspices. This latter program should be handled insofar as 
possible through the local housing authorities. 

(5) Responsibility for coordination of the low-rent housing program 
rests with the Housing and Home Finance Agency. In particular, we 
urge the Administrator of the Housing and Home Finance Agency to 
exercise a much closer supervision that heretofore over the Federal 
Housing Administration. For too long the FHA has been tied far too 
closely to the interests of speculative builders while it has merely paid 
lip service to the needs of the families who are the consumers of housing. 

(6) In order to prevent a skyrocketing of rents due to the continued 
housing shortage, we urge extension and strengthening of the present 
rent control program. 

Before commenting specifically on the bill which you are consider- 
ing, I should like to take a moment to discuss briefly the World War 
II experience with the war housing program. As early as 1939 the 
A. F. of L. began to be concerned with the problem of securing ade- 
quate housing for workers in defense areas and in May 1940 the 
executive council of the A. F. of L. issued a statement in which it 
emphasized that rapid expansion of war production would ‘create 
emergency housing situations which must be remedied in advance.” 

As the war housing program developed, the A. F. of L. again and 
again called attention to some of its inadequacies. In particular, the 
statements issued during those years emphasized three points: 

(1) Primary emphasis should be placed on providing rental housing 
that the average worker in a defense plant could afford. In line with 
this primary goal, the A. F. of L. sponsored legislation which would 
have limited monthly payments or rentals required of defense workers 
living in FHA-insured housing to 20 percent of the worker’s income. 

(2) The A. F. of L. again and again criticized the false economy of 
constructing temporary makeshift housing and urged wherever possi- 
ble the building of permanent-type dwellings. 

I might digress from my prepared statement and suggest to the com- 
mittee that it would be a good thing to ask information from the 
Atomic Energy Commission as to the maintenance costs of the tempo- 
rary buildings built at Oak Ridge, Tenn. 

(3) The A. F. of L. criticized the fact that primary reliance was 
placed on providing exhorbitant and inflationary incentives through 
the FHA program to builders of private housing, too often for sale 
rather than for rent, and urged instead that primary responsibility for 
the defense housing job be assigned to the public war housing pro- 
gram. 

I cite these now well-accepted criticisms of the war housing pro- 
gram because we in the A. F. of L. feel that it would be tragic if we 
were to repeat again the mistakes of World War II. 

We are very pleased that a number of important features of the 
defense housing bill you are considering would avoid some of the most 
critical problems created under the World War II program. I would 
like to mention briefly the major desirable features of this bill: 

(1) The early recognition, which this legislation represents, of the 
need for housing and community facilities for defense workers and 
the attempt to set up machinery, in advance of the need, for providing 
such housing and community facilities. 
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(2) The emphasis on permanent-type construction. 

(3) Recognition of the fact that the primary need of defense 
workers is for rental housing. 

(4) Recognition that where private builders are unable to provide 
housing to meet the needs and incomes of defense workers, that the 
job then becomes a public responsibility. 

(5) Recognition of the fact that community facilities must be 
provided wherever defense housing is built. 

(6) The provision for acquiring land for the development of needed 
housing and community facilities where defense installations are 
constructed in isolated or relatively isolated areas. 

Although we are satisfied with some features of the bill, there are 
others about which we are considerably disturbed. Our major 
concern is that as the bill is now written, it will not achieve the 
primary aim of providing a sufficient amount of housing for defense 
workers at rents they can afford to pay. Although we agree that 
private builders should be responsible for construction of as much 
defense housing as they can handle, we would place equal emphasis 
on the principle that the houses built, whether by private builders or 
by the Government, must be provided at rents that defense workers 
can afford to pay. 

Administrator Foley of the Housing and Home Finance Agency has 
estimated that rents in the single-family homes insured by the FHA 
under the proposed title LX program would range from $75 to $93 
and in the multifamily structures from $77 to $89. These figures are 
exclusive of heat and utilities which would run to a minimum of $10 
to $15 a month additional. This means that monthly housing costs 
under title [X would range from a minimum of $85 to a maximum of 
$108. 

These amounts are far more than defense workers will be able to 
afford to pay. For example, the secretary of the Los Angeles Central 
Labor Council, A. F. of L., comments as follows on rents that workers 
in that area can afford: : 

It is roughly estimated that one-third of the housing should have a gross 
monthly rental of $40 to $50, one-third rents of $50 to $60, and the other third 
should rent for not more than $80. These figures are based on the average weekly 
earnings by occupation within the industries requiring increased employment. 
Rental housing is the most urgent need. 

According to the Department of Labor, the estimated average 
weekly earnings of manufacturing workers in November 1950 were 
$62.06. In fact the highest wages for any group were $72.44 for 
workers in ordnance factories. It is obvious that the housing to be 
provided under title IX will be far above the maximum of 25 percent 
of a workers’ income which should be spent on housing. 

We are fearful that if too much reliance is placed on the title LX 
program, it may mean a serious delay in providing homes for defense 
workers that they can afford. It is estimated that the achievable 
rents under the proposed title II program, the publicly constructed 
defense housing, would be $15 to $18 a month less than under the title 
IX program. This means rents of $68 to $93 a month, which we 
consider to be much closer to the maximum that defense workers will 
be able to afford to pay. We, therefore, urge most strongly that 
there be no time lost in programing title II housing whenever and 
wherever it appears that the title [X program cannot be built either 
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in sufficient volume or for rents or monthly housing costs that defense 
workers can afford. 

[Yin this connection, we urge that sufficient funds be appropriated for 
the title II program to permit whatever volume of such housing be- 
comes necessary. It would be far preferable to appropriate more 
funds than are necessary than not to have enough funds available if 
it becomes apparent that this program must provide a very significant 
proportion of the total volume of defense housing. 

In general, we approve of the cost limitations imposed under title II. 
However, in order to take care of any situations where it may become 
absolutely impossible to build under these limitations, we would 
suggest a clause be added to section 203 which would permit the 
President to allow construction at costs greater than the stated limita- 
tions where housing for defense workers could not otherwise be 
provided. 

In general, we approve of the attempt under title [IX program to 
avoid the inflationary method of valuation which was possible under 
the old title VI program. However, in order to further prevent in- 
flated costs, we would suggest that a proviso be added to section 903 
(b) which would require the mortgagor to certify the total actual 
cost of the property covered by the mortgage and to require each 
contractor and subcontractor to certify the amount of such total 
cost attributable to him and also to keep and make available for in- 
spection detailed records on invoices, payrolls, books of account, and 
other data upon which such certification is based. 

We are happy to see that adequate provisions for the protection of 
labor standards have been included in the bill, insofar as direct Federal 
construction is concerned. Included also in this portion of the bill are 
provisions which will aid very greatly in the enforcement of the labor 
provisions. 

When we come to the protection of labor standards on guaranteed- 
mortgage, multifamily projects, however, under the provisions of 
section 908, we see that the situation is entir ely different. Section 103 
makes applicable to this kind of project the same labor provisions 
which are now applicable to multifamily, FHA-guaranteed projects. 
Those provisions have proven to be completly inadequate, both be- 
cause they give little real protection, and because they have not been 
enforced by the Federal Housing Administration. For more than 10 
years after the inclusion of the labor provisions in the National Hous- 
ing Act, the Commissioner of the FHA maintained that he had not 
been required by the Congress to enforce those provisions. It was not 
until last year that he finally assumed this responsibility, but even now 
enforcement is undertaken only upon specific complaints and there is 
still a tremendous amount of violation of the prevailing wage pro- 
visions—the only labor standards included in the National Housing 
Act. 

As an illustration of what I mean, let me tell vou that since the late 
spring of 1950, when the first attempt was made by the FHA to enforce 
the prevailing wage provisions of the act, up to January 1 of this year, 
some $270,000 had been paid by contractors on FHA-guaranteed 
projects to men who had been defrauded of their legally established 
wages. That amount was reimbursed on only 38 of the 68 projects 
which, on January 1, had either been investigated or were scheduled 
for investigation. I submit that such wide-scale violation indicates 
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an extremely serious lack in the law itself, as well as in its administra- 
tion. I urge that there be included in the bill now before you pro- 
visions which will require contractors and subcontractors on multi- 
family projects insured under section 908 to submit payrolls to the 
Department of Labor, which will require overtime pay of not less 
than time and a half for work in excess of 8 hours per day, which will 
make the anti-kick-back statute applicable to these projects, and which 
will specifically instruct the Commissioner of the FHA that he has 
the responsibility to see to it that the labor provisions of the act are 
observed. In this way, one of the most difficult problems which 
labor has had to meet in the past several years can be cleared up. 

The CHarrMan. Mr. Gray, the material attached to your state- 
ment may be made a part of the record. 

Mr. Gray. Thank you. 

(The statements referred to follow: ) 


STATEMENT OF DEFENSE HovusinG Po.icy 
(Adopted unanimously by executive council, A. F. of L., January 2, 1951) 


Despite the relatively large volume of residential construction in 1950, we have 
entered this period of defense mobilization with an acute housing shortage. It 
is, therefore, extremely important that this country maintain as large a home- 
building program as the present emergency wil! permit. In this crucial period 
when our housing shortage will become more acute, we must take the additional! 
step of making certain that whatever housing is built is utilized to meet the 
Nation’s most acute housing needs. 

It is, of course, true that the mobilization program will affect construction of 
new homes as it will affect all other aspects of American life. In devising an 
effective mobilization housing program, a prime consideration must be the relation 
of housing to the entire construction industry. The construction industry must 
be viewed in its entirety, with its manpower and material resources being devoted 
only to essential military and civilian activities. 

We recognize that some cut-backs for both nonresidential and residential con- 
struction will probably be necessary. However, these should be so applied that 
they will have the least possible disturbing effect on the present organization of 
the industry. In particular, we are concerned lest restrictions applied to building 
construction lead to extensive periods of unemployment for building-trades 
workers. We urge that the availability of building-trades workers should be 
considered an important criterion in determining whether or not certain types of 
construction are undertaken. Where a relatively large number of building-trades 
workers is available, a particular construction project serving a useful defense or 
civilian purpose should certainly not be prohibited unless it requires excessive 
amounts of strategie materials needed elsewhere in the defense effort. 

Unfortunately, the policies of the Federal Government developed since the 
Korean outbreak have not been following these principles. Although various 
controls have been applied to both residential and nonresidential construction, 
no attempt has been made to work out a rational over-all program for the entire 
construction industry. Instead, on the basis of very little information, Govern- 
ment officials decided that the country’s housing program must be cut to 800,009- 
850,000 units in 1951. 

Many of the particular steps taken by the Federal Government since the 
Korean outbreak have been ill-advised. The low-rent public housing program 
which Congress established only a year and a half ago in order to provide decent 
homes for our worst-housed families has been cut to less than half its authorized 
level. This eut-back in the public housing program has been particularly inde- 
fensible in view of the fact that there have been no effective limitations placed on 
luxury housing or, until very recently, on most types of nonessential nonresidential 
construction. 

What is needed, instead of these moves of desperation, is a thorough analysis 
and program for the construction industry as a whole. In the light of our defense 
needs, decisions must be reached making certain that all essential requirements 
are met before nonessential building of any type is permitted. This will, of course, 
require the institution of an effective priorities and allocation program which, by 
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eliminating luxury housing and nonessential nonresidential construction, will 
insure that the materials and manpower available for the construction industry 
will actually be used to satisfy our most imperative defense and civilian require- 
ments. 

It remains to be seen how the recent Government order restricting nonessential 
nonresidential construction will be administered. To be successful, administration 
of these restrictions must take into account the actual supply of construction 
materials and the availability of building-trades workers at specific times and 
locations. 

We strongly urge that the unions of building trades be consulted in drawing up 
policies affecting the construction industry and that representatives of these unions 
participate in the administration of the Government’s residential and nonresi- 
dential construction programs. Only in this way ean the building-trades unions’ 
intimate knowledge of the material and manpower resources of the construction 
industry be utilized to the maximum advantage during the present emergency. 


PUBLIC HOUSING 


The Housing Act of 1949 authorized an average yearly construction of about 
135,000 low-rent publie housing units for low-income families. If we are to have 
an over-all volume of housing of 850,000 units in 1951—or indeed whatever 
conceivable volume of housing we can maintain short of all-out war—we see no 
reason whatsoever for limiting the construction of low-rent public housing units 
below the amount authorized by Congress. Since the need for housing is obviously 
greater among the families served by the public housing program than among 
any other group in our population, we urge that the public housing program 
continue as scheduled. 

In carrying out this public housing program, we urge that projects be located, 
insofar as possible, on vacant sites so that existing housing will not have to be 
demolished in order for these projects to be constructed. In that way, each unit 
of low-rent public housing constructed will represent an actual addition to our 
limited housing supply. 

DEFENSE HOUSING 


In order to make sure that defense workers and their families are adequately 
housed, we must undertake immediately a large-scale defense housing program. 
The planning of this program must be dovetailed completely with our industrial 
expansion program. 

At all costs we must avoid the mistakes that were made in the war housing 
program of World War II. Adequate housing for defense workers must be 
available at the time that new defense plants begin operations. This means that 
land for defense housing projects should be secured at the same time as the land 
for the plant is obtained and the defense housing projects, as well as necessary 
utilities and community facilities, should be constructed while the plants are 
being built. 

We urge that the defense housing program be composed primarily of permanent- 
type units suitable for normal family life. The sad experience of World War II 
has taught us that the construction of makeshift temporary housing units, trailer 
eamps, and the like represents only a false type of economy. 

Another lesson learned from World War II is that defense workers must not 
be forced to buy jerry-built houses at inflated prices simply because there is a 
shortage of decent rental accommodations in defense production centers. It is 
to be expected that many workers will be recruited into areas in which they do 
not expect to become permanent residents. Emphasis must, therefore, be placed 
on the construction of rental housing, particularly in those areas which may be 
largely demobilized after the emergency is over. 

Furthermore, the rental units built in defense centers must be available to the 
workers there at rents they can afford to pay. Insofar as possible, these houses 
should be built by private builders, but where private builders cannot provide 
rental units that defense workers can afford to live in, defense housing projects 
will have to be built under public auspices. 

We believe that such defense housing projects should be operated by local 
housing authorities wherever they exist. These authorities have already had 
the experience of operating the World War II war housing projects as well as 
peacetime low-rent public housing. They can certainly be entrusted with the 
responsibility of handling our new defense housing program. 
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Many of the objectives of the recently introduced defense housing bill seem 
to be worth while. However, it does not provide sufficient assurance that the 
housing built in defense areas will meet either the needs or the pocketbooks of 
most defense workers’ families. 


CREDIT REGULATIONS 


In addition to the cut-backs in housing construction for our lowest-income 
families, the Government’s housing policy has made it all but impossible for most 
middle-income families to obtain any new housing. On October 12, the Housing 
and Home Finance Agency and the Federal Reserve Board jointly issued credit 
regulations (regulation X) sharply raising the down-payment requirements for 
low-priced homes. Under these restrictions, the average worker’s family without 
large accumulated savings finds itself unable to purchase a new house. Yet, by 
and large, it is these middle-income families whose housing needs are second only 
to the families in the lowest-income groups. 

When regulation X was issued, William Green, president of the American 
Federation of Labor, warned that its effect would be to ‘‘cut off low- and middle- 
income families from the opportunity to purchase new homes.’’ 

Experience since the issuance of regulation X fully bears out President Green’s 
warning. Available figures indicate that there has been a decided shift toward 
higher-priced homes since regulation X came into effect. Thus applications for 
FHA mortgage insurance on new homes indicate that whereas before regulation X 
the mortgage amount was more than $9,500 on 20 to 25 percent of all units, since 
regulation X went into effect this has increased to 30 to 40 percent. Since under 
the new regulations the same mortgage amount actually means a higher price, the 
shift to the higher-priced houses has been even greater than these figures indicate 
at first glance. A similar trend is also apparent on VA-guaranteed homes. 


ADMINISTRATION OF THE DEFENSE HOUSING PROGRAM 


Responsibility for coordinating our entire housing program rests with the 
Housing and Home Finance Agency. The AFL has criticized the way in which 
this agency has discharged its responsibility to meet our Nation’s housing require- 
ments during peacetime. We have felt that far too little attention has been 
paid to providing housing for those with the greatest need. This has been in- 
excusable in the past but would be utterly indefensible during the critical period 
which now faces us. 

In particular, we urge the Administrator of the Housing and Home Finance 
Agency to exercise a much closer supervision than heretofore over the Federal 
Housing Administration. For too long the FHA has been tied far too closely to 
the interests of speculative builders while it has merely paid lip service to the 
needs of the families who are the consumers of housing. 

The existing Public Housing Administration rather than some new defense 
housing agency should be given the responsibility for coordinating the new middle- 
income defense housing program. PHA has had experience both with war housing 
during World War II and with the low-rent public housing program. It knows 
how to work with the local housing authorities which should be entrusted with the 
operation of the defense housing projects. Setting up a new defense housing 
agency would mean that the local housing authorities would have to conform to 
the requirements of two different Federal agencies. This would inevitably result 
in inefficiency, confusion, and delay. 

However, we recognize that PHA, as it is now constituted, has neither the 
organization nor the personnel to do this job. Therefore, we urge that PHA 
be strengthened and overhauled so that it can effectively handle both the existing 
low-rent public housing program and the middle-income defese housing program. 


RENT CONTROL 


With the prospect of curtailed construction of new houses, we must expect to 
place primary reliance for an indefinite period on our existing housing supply. If 
we had been able to keep up housing construction at a high rate, we could have 
expected to gradually remove rent controls. However, that is not possible now 
and the rent-control program, therefore, becomes even more important than it 
has been during the past few years. 

In order to extend and strengthen the rent-control program, we urge the follow- 
Ing steps: 

(1) The rent control program should be put on a “for the duration’’ basis. 
If we were to extend rent control once more for only a short period, it would make 
it extremely difficult to operate the program on an efficient basis. 
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(2) The Housing Expediter should be authorized to impose rent controls in 
any area where the limited supply of rental accommodations threatens to bring 
about a general increase in rents. 

(3) If it becomes necessary, the Housing Expediter should have the right to 
control rents of all dwellings built since 1947 now free from control. 


Los ANcELES CenTRAL Lapor Councit, Los ANGELEs 13, CaLir. 


The Los Angeles housing situation is critical now and will apparently be acute 
by December 1951. In October of 1950, a survey made by a responsible and 
conservative source for the real estate and financing industry showed a vacancy 
of single dwellings in Los Angeles County of 1.6 percent and a vacancy in multiple 
dwellings of 1.56 percent. This compares with the 1940 vacancy factor at a time 
when the defense industry was expanding rapidly, of 4.8 percent. 

The Los Angeles City Housing Authority has 2,500 applications for occupancy 
on file and the requests are increasing rapidly. At Fort MacArthur, some 3,000 
military families are expected. The turnover in the veterans emergency housing 
Quonset-hut type in the San Fernando Valley has been cut in half and the Basilone 
Homes project, a converted barracks type of housing, is suddenly experiencing a 
very low turn-over in occupancy. 

A survey of the real estate homebuilding industry indicates that practically all 
new housing in the area is already sold. 

It is estimated that 224,250 essential in-migrants for selected war industries 
within the county will require conservatively 112,125 additional houses by the 
end of 1951, assuming two workers for every house. This gives no allowance for 
increased military personnel to be stationed in the area, no allowance for ship- 
building needs for any increase in government civilian workers, for transportation 
workers, for miscellaneous employment outside the selected industries or for the 
normal increased needs of other persons in the area. 

The estimate of 224,250 persons is based on the projected increased employment 
in the chemical, petroleum, rubber, electrical machinery, aircraft and parts, and 
primary and fabricated metals, and the United States naval shipyards. Automo- 
tive shipbuilding and other employment which showed increases in the last war 
are not included in these figures since a conservative estimate of the 1951 increase 
in employment is not available. Less than 5 percent of the labor force in the 
Los Angeles area is unemployed and much of this unemployment is due to the 
ra decline in the agricultural field labor and the related canning and packing 
industry. 

It is roughly estimated that one-third of the housing should have a gross monthly 
rental of $40 to $50, one-third rents of $50 to $60, and the other third should 
rent for not more than $80. These figures are based on the average weekly earn- 
ings by occupation within the industries requiring increased employment. Rental 
housing is the most urgent need. 

The rapid growth within the area and the experience of the past war indicates 
that temporary housing should not be built in this area. Unit sizes should be 
larger with at least two-thirds of the 1951 production in units with three or more 
bedrooms. | 

The public construction of new war housing will be needed in some special 
circumstances: (1) Where sites are not available to private builders; (2) for agri- 
cultural workers; (3) for military families of lower grade military persons; (4) at 
remote sites in the county where private housing is not appropriate; (5) for the 
ower income and minority groups in-migrants. 

There appears to be no strong evidence for any need for dormitories. In 
addition, we recommend: 

1. Stabilization of rents. 

2. Ban on luxury housing. 

3. Priority aid for low-rent public housing on vacant sites to house low income 
and minority group defense workers. 

4. Civilian construction and management of any housing build for families of 
military personnel. 

5. Federal funds for planning emergency evacuation type housing. 

6. That the NPA should keep the trailer industry at current levels and should 
provide for its expansion as needed to provide housing for mobile construction 
and defense workers. 

Sincerely and fraternally, 
W. J. Bassert, Secretary. 
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BIRMINGHAM FEDERATION OF LABOR, BIRMINGHAM 1, ALA. 


The information you requested regarding housing needs in Birmingham has 
been gathered from a survey recently completed here and is as follows: 

Estimate of housing needs for Birmingham, Ala.: 34,000 units (39 percent white; 
61 percent Negro). 

Will additional housing be necessary to handle contemplated increase in defense 
workers? Five thousand to seven thousand units. 

Type of housing needed and rents required to fit needs of defense workers: 
Permanent type only desired; rents in range of between $35 to $45 or $50. 

Other information pertaining to defense housing: Only permanent type housing 
sought for this area; in the long run it is far less expensive to the Government and 
there is a definite need for more housing units for citizens of this community, which 
as you know, is a vital industrial center. There are many substandard housing 
facilities which can and should be replaced, even though the Birmingham Housing 
Authority now has four housing projects here—just a scratch on the surface. We 
sincerely hope Congress will consider needs of this area. 

Fraternally yours, 


Tep WILLiaMs, Secretary. 


Wicuita TRADES AND LaBor AssEMBLY, Wicuita, Kans. 


Housing situation very tight at the present time. While private capital is 
engaged in construction of rental units, the influx of workers seeking employment 
in the aircraft industry is causing an immediate demand which is not being fully 
met. The rapidity of increasing employment for defense contracts will determine 
further shortages. It is our feeling that the immediate demand for housing will 
remain critical for an extended period of time considering present conditions. 

If employment conditions continue to increase in the aircraft industry, as now 
contemplated, additional rental units will be needed. 

The need is for two and three bedroom units with rentals ranging from $50 to 
$70 per month. 

Generals from the Air Force Training Command and the Air Force Materials 
Command will arrive in Wichita, Tuesday, January 30, for conferences with the 
Boeing Airplane Co., prime contractor, and with city officials concerning contem- 
plated expansion of the Air Force program. 

Fraternally yours, 
Ropert D. PAvLsen, 
DuRWARD R. WENDELE, 
Housing Committee of the Wichita Trades and Labor Assembly. 


Papucan CENTRAL Laspor Union, Papucan, Ky. 


There is a definite housing shortage in this area. It is diffcult to estimate the 
number of housing units needed because of the varied opinions on this subject. 
However, it is our belief that at least 1,000 new units could be used for our 
normal needs. 

Additional housing will be necessary for the contemplated increase in defense 
workers. It is estimated that twelve to fifteen thousand workers will be used 
during construction of the AEC plant and its related organizations. Also, it is 
estimated that 2,000 permanent workers will be needed for production, when these 
plants are completed. 

Temporary housing will be needed for ten to twelve thousand construction 
workers, at a reasonable rental. AEC officials estimate that 500 permanent 
production employees will purchase homes in this area in a price range from $9,000 
to $12,500 An additional 500 rental units will be needed for those employees 
that do not wish to purchase, and at a reasonable rental. 

Approximately 800 houses and apartments, including one 100-unit, and one 300- 
unit PHA project, are under construction and in the planning stage. When 
completed these will relieve our normal needs to some extent. However, the 
PHA units will benefit low income workers, and most of the other rental units 
planned will rent for $75 to $100 per month. Our greatest need, at present, is for 
the worker in between the $50 to $60 per week group. 

Fraternally yours, 
J. E. Lovvo, 
Secretary, Paducah Central Labor Union. 
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OmAHA FEDERATION OF LABOR, OMAHA, NEBR. 


At the present time there is considerable rental housing being built in city and 
contracts have been let for three additional projects, one of which has been started 
in the past week. 

There is no acute shortage at the present time although there is a considerable 
influx of workers constantly moving into city. Outlook is good for considerable 
defense activity as present plants are increasing manpower. 

However, there is still a shortage of low-rent housing which is needed for the 
average worker. Most of the housing built up until 1950 was in the higher rent 
bracket, but in the past several months some low-rent housing has been provided 
for the majority of workers whose income will not permit them to spend more than 
$45 to $60 per month for rent. 

As you may know, bombers were built here during conflict No. 2, and there is 
some talk of reopening this large plant in the near future. Fourteen thousand 
people were employed there at that time which required the importation of several 
people. If this plant is reopened additional housing will be required for those 
that will come here at such time, in which event perhaps an additional 1,500 to 
2,000 units of housing will be needed to take care of these families. This housing 
of necessity should fall in the $45 to $60 bracket as wages in this area for produc- 
tion workers averages about $1.40 to $1.50 per hour. 

Fraternally yours, 
Georce M. BELL, 
Secretary, Omaha Federation of Labor. 


CenTRAL LaBor CouNcIL OF SEATTLE AND VICINITY, SEATTLE, WASH. 


Bremerton, where the United States. Navy Yard is located, there is a critical 
housing shortage and is getting worse all the time as they are hiring a lot of extra 
men as there is considerable ship repairs at present time. It is estimated that 
there is a shortage of 3,000 units, with one local contractor who had promised 
them 160 units. 

Renton, a small city 12 miles south of here where the Pacific Car & Foundry 
Co., and the Boeing No. 3 is located, there is a critical housing shortage, and 
it will be worse later as the car company was recently awarded a contract for 
$56,000,000. There are approximately 200 units available at the present time 
which obviously will not last long. 

In Seattle, there has been a shortage for some time of low price dwellings for 
the lower paid workers. The population has increased 40 percent since 1940, and 
the dwelling units constructed during same period has only been 39 percent which 
naturally created a shortage. If there should be allocated to this area an appre- 
ciable amount of war contracts with the influx of workers into this area, there 
would be a critical shortage. 

Fraternally yours, 
C. W. Doyte, Secretary. 


Hartrorp CentTRAL Lasor Uniton, Hartrorp, Conn. 


Within the city of Hartford, there is an estimated shortage of 6,000 homes. 
With the new plants and factories in this vicinity requiring additional help 
within the next few months, the influx of workers will result in an acute shortage 
in housing, which I estimate in the neighborhood of a minimum of 20,000 homes. 

Fraternally yours, 
ANDREW CHRISTENSEN, 
Secretary, Hartford Central Labor Union, 


CrentraL Laspor Councit or San Dieco County, San Dieco, Car. 


The estimated housing needed in the immediate future is 20,000 units within 
90 days. 

Additional housing will be necessary to handle the contemplated increase in 
defense workers. At the present time it is almost impossible for us to recruit the 
needed skilled craftsmen because of lack of housing. 

The type of housing that is needed is permanent housing, and we wish to stress 
this fact. The rents at the present time are way out of the reach of the defense 
workers. 
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At the present time in the aircraft industry there is a 40 percent torn-over in 
labor because of inadequate housing. The average rental for family units is 
around $85 which is way out of the reach of the average worker. Also, about 75 
percent of the rentals will not take children. As you probably realize, most of our 
workers have families and this creates an almost impossible situation. 

Fraternally yours, 
Joun W. QuimBy, 
Secretary, Central Labor Council of San Diego County. 


Bripcerort CENTRAL Lasor UNION, BripGEePrort, Conn. 


Any estimate of the housing shortage in this area must consider the Chance 
Vought which is to be opened soon and will employ 5,000 in the manufacture of 
—~ engines. This will make our housing shortage acute. 

ridgeport, being a war goods manufacturing center, will attract many more 
workers as soon as our preparedness program gets into full swing. This will 
add to the acuteness of the situation. 

Bridgeport’s preference seems to be for single units or two-family units; this 
information is based upon conversations with tenants of housing developments 
in the area. 

me 3 has been a critical area, in regard to housing, since before the 
Second World War and all indications point to a continuance of this condition 
for a long time. 

Fraternally yours, 
Tuomas P. Watsu, 
Secretary, Bridgeport Central Labor Union. 


Datias CENTRAL Lasor CounciL, DALLas, TEx. 


No question of a housing shortage in Dallas County critical. Additional hous- 
ing will be more than necessary to handle defense workers. Type of houses needed 
for workers in low-income bracket. Important that houses or apartments be made 
available to families with children. Rent rate higher in this locality than in other 
parts of the country and still climbing. 

Joun W. Hays, Secretary. 


ATLANTA FEDERATION OF TRADES, ATLANTA, GA. 


Between 5,000 and 7,500 housing units are needed to meet defense housing 
minimum requirements. Type of units required are of the three- and four- and 
five-room variety at rentals of from $40 to $60 per month. Housing shortage in 
this area has been prevalent for almost 10 years. 

A. C. LAWRENCE, Secretary. 


Detroir AND WayYNE County FEDERATION OF LABOR, Detroit, Micu. 


There is a complete absence of any rental housing in Detroit. Industrial 
turn-over extremely high due to lack of housing for recently hired workers. 
Thousands of additional units of permanent low-cost housing badly needed. 
Rent should be between $50 and $60 per unit. We recommend low-cost Federal 
housing but in the interest of the war effort several thousand temporary units 
necessary now. Local housing people and city council are not proponents of 
Federal housing. Local real-estate board extremely influential with authorities. 
A great deal of slum clearance and highway building has resulted in a dire housing 
shortage. Recently built private apartments rent from $125 up. 

Morton ZIMMERMAN, 
Chairman, Housing Committee. 
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MILWAUKEE FeperatTep Trapes Councit, MILWAUKEE, Wis. 


Between 10,000 and 15,000 families living doubled up. Additional housing 
necessary. United States Department of Labor says steady supply migrant 
workers necessary counteract existing critical labor shortage. Milwaukee one of 
four cities where housing shortage appears likely to hinder industrial recruitments. 
Industrial commission in December stated flow new workers into Milwaukee 
definitely hindered by housing shortage. Average earnings $70 week. Private 
rental housing for two-bedroom apartments around $100 month. Need rental 
housing and rental should not exceed $70 month including utilities. 

F. H. Ranney, Secretary. 


Dayton CENTRAL Lasor Union, Dayton, OnIo 


The extent of the housing shortage in this locality is critical. We shall need 
quite an additional housing for defense workers. The type of housing needed 
would be between ten and twelve thousand dollars and rents between $35 and 


$40 per month. 
Karu A. Koguty, 


Recording Secretary, Dayton Central Labor Union. 


The Cuarrman. As I understand your suggestion, Mr. Gray, to 
insure mortgages in connection with the ability to pay rent, that the 
workers will be unable to pay and that will frustrate the whole purpose 
of this act? 

Mr. Gray. My only answer to that is this: What is the purpose of 
building houses and guaranteeing mortgages if they cannot serve the 
purpose for which they are intended? 

T ea greatest need for housing in this country is among the low-paid 
people. 

Let me give you an illustration of where I made a personal investi- 
gation. The Atomic Energy Commission is building a large reactor 
at Arco, Idaho. It is approximately 60 miles to Arco from Idaho 
Falls, and approximately the same distance to Pocatello, the nearest 
two towns where there is any possible available living conditions. It 
would be necessary to pay $18 a week for bus fare for the workers, 
plus the additional time it would take to travel back and forth from 
Arco. 

In Arco there is one little hotel, and the only rooms available in 
that hotel are $5 a night, single, and $7 double. There is only one 
bathroom in this hotel and the key to that is held at the desk, and in 
addition to the room rent the tenant has to pay 50 cents any time he 
wants to take a bath. 

The man who operates the bus line running from Idaho Falls rents 
a little place at a tourist camp, a one-room, large living room, kitchen 
and bath, and it may have running water, and that is right near Arco, 
and that is $118 a month. 

Now you cannot expect workers to go into areas like that for any- 
thing like the pay they will receive, and at the same time have to pay 
their own home costs back home because it is impossible for them to 
bring their families there. You are just not going to get anyone to 
go. I would not go myself and I do not think any member of this 
committee would be willing to go under those conditions. 

Mr. Cour. Even in order to defend their country? 

Mr. Gray. They will do anything to defend their country. 

Mr. Cote. I would like to have that in the record. 
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Mr. Gray. They will do anything to defend their country, but they 
want to know that there is some business management used in the 
operation of the job. 

Mr. Coxe. I would like to ask—— 

The Cuarrman. May I suggest that the Chair has no pride in his 
position, but it is the theory of our organization that the chairman 
has control of the time, and that the rules of the House prevail. | 
have no personal objection if everyone wants to talk at the same 
time, but in order to obtain recognition the Chair should be ad- 
dressed. 

Mr. Cove. I think you are right and I apologize, Mr. Chairman. 

The CuarrMAN. I do not make that in the form of criticism, but 
just in the interest of orderly procedure. 

Mr. Coxe. And I am certainly for that, Mr. Chairman. 

Mr. Tatue. Mr. Chairman, I would like to make a unanimous- 
consent request. 

The CuatrmMan. Yes, Mr. Talle. 

Mr. Tauue. I ask unanimous consent to insert in the record some 
materials to follow the testimony given on hospital construction. 

The CuarrMan. Without objection it will be made a part of the 
record at the place indicated. 

(For matter referred to above, see pp. 256-260.) 

Mr. Gray. That concludes my statement, Mr. Chairman, unless 
there are some questions. 

The CuarrmMan. Are there any further questions? 

Mr. Burrerr. I have just one or two questions. 

The CuarrMan. Mr. Buffett. 

Mr. Burrerr. Mr. Gray, some people have made the observation 
to me that this bill is socialistic. In order that I can clear my own 
thinking on it, so far as your testimony is concerned, will you give 
me your definition of socialism? 

Mr. Gray. You might just as well ask me for a definition of democ- 
racy, because both of them, as I understand it, are aimed at the same 
objective: the greatest good for the greatest number. But I am not a 
Socialist and I do not sponsor socialism. I am for private enterprise 
when it serves the public interest the best. 

Mr. Burretr. You would have that as your definition of socialism? 

Mr. Gray. Yes. 

The CuarirMan. Mr. Cole. 

Mr. Cee. I want to ask one or two questions. 

The CHarrman. Yes, Mr. Cole. 

Mr. Core. Mr. Gray, I am wondering if on page 2 of your state- 
ment your first principle is not contradictory to the third principle 
announced. In your first principle you say we should have a rigid 
system of allocations and priorities and the only method of assuring 
that limited construction manpower and materials will be used to 
meet the most pressing defense and civilian needs. 

Now under No. 3 you say: 

Because there is a continued acute need for decent homes for low-income 
families, we urge that there be no cut-back in the. low-rent public housing program. 


Your statement there does not tie in with your first suggestion; 
does it? 
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Mr. Gray. What is meant by that, Mr. Cole, is that there should 
not be any cut-back of public housing as to limit in the number of 
units in the areas where this housing is needed for defense purposes. 

Mr. Coir. Then do I understand your point that there may be 
some need to cut back some low-rental housing in some areas which 
are not defense areas? 

Mr. Gray. That is exactly what is meant. 

Mr. Cote. Thank you. That is all, Mr. Chairman. 

Mr. Wipnatu. Mr. Chairman. 

The CnatrMan. Mr. Widnall is recognized. 

Mr. Wipnatu. Do you have past experience records to indicate 
the number of units of low-rental housing that are occupied by more 
than one wage earner in the family? 1 know of many, many instances 
where $40, $50, or $60 units are held by people who have a combined 
earning capacity of $120, $150, or $160 per week, but who may be 
living in housing renting at $50 or $60, and that may be the only 
place they can get, but are intended for persons who are only getting 
$50 a week. Do you have any records on that? 

Mr. Gray. We have no record, and, in fact, we have made no 
investigation of situations such as you ask about. And I have no 
knowledge myself as to whether or not it does exist. I am not deny- 
ing that it may possibly exist. 

Mr. Wipna.u. There are many cases where the husband and the 
wife both work in the defense plants; where both have jobs. 

Mr. Gray. Certainly. 

Mr. Wipnatu. And they would have the ability to pay very much 
more than $50 or $60 a month for defense housing. 

Mr. Gray. I will not dispute that at all, Congressman; but on the 
other hand, there will be families where there are two or three children 
and only one man earning a salary. 

Mr. Wrpnatt. That is true. 

Mr. Gray. And I do not think the type of persons you have 
described should be used as the precedent for acquiring quarters 
decent living quarters, for the people who are to work. 

Mr. Wipnati. No. But do you think there should be a limit set 
in the bill with respect to the earning power of the family that occupies 
the quarters? 

Mr. Gray. Where it comes to meeting the need, I would have no 
objection to that, where there is an instance of both working. 

Mr. Wipnauu. Thank you. 

The CuarrMan. Mr. McKinnon. 

Mr. McKinnon. Mr. Gray, can you tell me why under title I] 
you will have rents $15 to $18 less than in title IX of this proposed 
bill? You make the statement on page 5: 

It is estimated that the achievable rents under the proposed title IT program, 
the publielvy constructed defense housing, would be $15 to $18 a month less than 
under the title IX program. 

Mr. Gray. I understand that is an unofficial estimate of the 
Housing Agency, because the living costs in those areas are less; the 
cost of construction is less. 

Mr. McKinnon. Why? 

Mr. Gray. As I say, I understand that is an unofficial estimate, 
because the living costs and construction costs in some areas are less 
than in others. 
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Mr. McKinnon. Yes, but we are taking the same comparable 
areas, Mr. Gray. 
Mr. Gray. Perhaps Mr. Seidman can explain that statement. 


STATEMENT OF BERT SEIDMAN, RESEARCH STAFF, A. F. OF L. 


Mr. SerpMan. Yes. That is an unofficial estimate which we 
received from the Housing Agency, based on the fact that when the 
Government constructs the houses it does it on the assumption that it 
will be less; and in the second place, that the interest rate and the 
amortization period is longer than what is réquired under the FHA 
program. 

Mr. McKinnon. That the amortization rate is over a longer period? 

Mr. Serpman. That is in part it, yes; and the other that the interest 
rate would be lower, which assumes that the interest rate the Govern- 
ment gets—the Government is not borrowing, but it has to assume 
that, and the Housing Agency assumes a lower interest rate and a 
longer amortization period than would be required under the title [IX 
program. 

Mr. McKinnon. What is the basis for that? 

Mr, SerpMaNn. Because the cost of money to the Government is 
running about 3 percent. 

Mr. McKinnon. Thank you. Mr. Gray, do you think housing 
can be built better or not under private enterprise? 

Mr. Gray. My opinion is it would be built better. 

Mr. McKinnon. That it would be built better? 

Mr. Gray. Yes. 

Mr. McKinnon. That is all. 

The CuatrmMan. Mr. Deane. 

Mr. Deane. Mr. Gray, assume that we are entering into a period 
of freezing wages with these rents as you have indicated, what do 
you think would then be the problem? 

Mr. Gray. I do not think that a worker can afford to pay better 
than 25 percent of his wages for rent, and that should be the maximum. 
There is a widespread lag between the increase in wages and the in- 
creased food costs, and when I say food, I am assuming the principal 
items that the worker has got to have, and there is a lag between the 
wages and the rate of increase in the food costs which has been 
tremendous. 

Mr. De ANE. Your study has led you to the conclusion that approxi- 
mately 25 percent is all that the worker can afford to pay? 

Mr. Gray. That is the maximum. 

The CuHarrMan. Are there any further questions? 

Mr. Kitsurn. I have one or two questions. 

The CHarrmMan. Mr. Kilburn. 

Mr. Kitsurn. Under No. 3 on page 2 of your statement, you say: 


Because there is a continued acute need for decent homes for low-income 
families, we urge that there be no cut-back in the low-rent public housing program. 


If it were possible for private enterprise to furnish these low-income 
homes do you think that private interests should do it rather than 
the public? 

Mr. Gray. If they would do it. 

Mr. Kinsurn. If they can and will? 
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Mr. Gray. That is correct, I would prefer to see them do it, but 
up to this time they have not proved that they can or will do it. 

The CuarrMan. If there are no further questions we thank you 
for your statement. 

Mr. Gray. Thank you. 

The CuarrMan. The next witness is Alexander Summer, represent- 
ing the National Association of Real Estate Boards. 

If you have a statement you would like to present to the committee 
before interrogation, I am sure that will be agreeable to the committee. 


STATEMENT OF ALEXANDER SUMMER, REPRESENTING NATIONAL 
ASSOCIATION OF REAL ESTATE BOARDS 


Mr. Summer. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am Alexander 
Summer, president of the National Association of Real Estate Boards. 
Our offices are located at 1737 K Street, NW., Washington, D. C., and 
22 West Monroe Street, Chicago, Ill. Our membership consists of 
1,118 local real estate boards and 44,305 individuals and firms of 
realtors. We represent every phase of the real estate and construction 
industry. 

I am president of the Alexander Summer|Co. of Teaneck, N. J., 
and several subsidiary corporations. I have been active in the real 
estate profession since 1922. My business operations are conducted 
from six offices located in the metropolitan New York and northern 
New Jersey area. We cover every phase of the real-estate business— 
appraisal, industrial, management, investment, residential, insurance, 
mortgage, chain stores, land, commercial, and lake subdivision. We 
are the developers and managers of the Bergen County Industrial 
Terminal at Teterboro and South Hackensack, N. J. This industrial 
terminal houses 26 industries employing 8,000 persons in 2,250,000 
square feet of space. 

Thus, Mr. Chairman, I feel qualified to discuss the legislation, H. R. 
1272, with this committee. 

I want to state at the outset that the National Association of Real 
Estate Boards is not here in opposition to the purposes for which 
H. R. 1272 is intended. 

We will prove that this legislation is not needed because most of 
its provisions already are incorporated in existing law. 

Before one can solve a problem it must be posed. Now, then, 
what is the problem? Permit me to raise some questions, and, after 
we get the answers to those questions, we might then know what our 
problem actually is: 

1. Where do we need more housing now and in the foreseeable 
future? 

2. When will we need it and in approximately what quantity? 

3. What different classifications of housing will we need? Will this 
housing be for defense plant employees? For civilian military em- 
ployees? For military men and women living off the posts? 

4. What proportion of furnished and what proportion unfurnished? 

5. What will be the average number of rooms needed? Efficiency? 
Two-bedroom, three-bedroom, four-bedroom? 
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6. Are there any community facilities and services that can’t be 
supplied by private enterprise? If so, what are they and why can’t 
they be supplied by private enterprise? 

7. What steps should be taken now to expedite immediate con- 
struction of housing, both for rent and for sale? 

8. What amendments are needed to’ existing legislation? 

9. Is Congress planning to adjourn early and thus prohibit ¢9n- 
sideration of legislation which may be needed in 6 months? 

10. What will the inflationary aspects of H. R. 1272 do to an in- 
creasing debt and the need to pare a $71,000,000,000 budget? 

Let us now return to question 1. Where do we need more housing 
now and in the foreseeable future? 

I have read with considerable care the testimony that has been 
presented before this ccmmittee on H. R. 1272. To be sure, I haven't 
read all of it, nor all of the colloquies between witnesses and members 
of the committee. I have tried to understand, however, the questions 
raised by members of the committee. 

One question directed to the HHFA Administrator, was interesting. 
He was asked why housing could not be provided now in San Diego. 

It can be. It can be provided within the reasonable 2 or 3 months 
that it is necessary to get housing in that area from the time con- 
struction is started until occupants move into it. 

May I eall your attention to Public Law 774. It is known as the 
Defense Production Act of 1950. In the declaration of policy you 
will find these words, and I quote: 

The United States is determined to develop and maintain whatever military 
and economic strength is found to be necessary to carry out this purpose (of 
mutual defense, not only in this Nation but for the entire world). Under present 
circumstances, this task requires diversion of certain materials and facilities from 
civilian use to military and related purposes. It requires expansion of productive 
facilities beyond the levels needed to meet the civilian demand. In order that this 
diversion and expansion may proceed at once, and that the national economy 
may be maintained with the maximum effectiveness and the least hardship, normal 
civilian production and purchases must be curtailed and redirected. 


Continuing in the following paragraph is this statement: 


It is the intention of the Congress that the President shall use the power con- 
ferred by this act to promote the national defense, by meeting, promptly and ef- 
fectively, the requirements of military programs in support of our national security 
and foreign policy objectives, and by preventing undue strains and dislocations 
upon wages, prices, and production or distribution of materials for civilian use, 
within the framework, as far as practicable, of the American system of competitive 
enterprise. 

Under section 605 of Public Law 774, which has to do with consumer 
and real-estate credit, to carry out its objectives the President may 
at any time reduce the credit controls which were imposed. And he 
may suspend any such program if the needs for increased production 
and the good of the public interest is involved. 

When I say the President, I mean that he has the power to delegate 
that authoritv to any of the Federal Government agencies, because 
the Defense Production Act gives him that power. 

In the year 1950 private mdustry started 1,400,000 new housing 
units in the United States. It’s the greatest record of production in 
the world’s history for any nation. This record was achieved even 
though credit controls were imposed on real-estate construction in 
October. Just a few weeks ago similar controls were imposed on 
multifamily housing, which means, of course, housing for rent. 
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I’m not attempting to debate whether or not it was wise to impose 
those credit controls, or the controls a few weeks ago on new rental 
housing. But I do believe that private enterprise should and can do 
the job of providing this housing. 

I believe you'll agree with me that since October wherever housing 
was needed it could have been provided quickly if regulation X had 
been relaxed in the specific area where that housing was needed. 
This authority is vested in the President and through him in the 
Federal Reserve Board, the HHFA and VA. 

There has been no evidence to show that this great construction 
industry could not and would not build all the housing needed if it 
were free to do so. Is there any reason to tie the hands of an industry 
tooled up and ready to produce when and where we need housing? 

Must we create a shortage of housing by stopping the productive 
capacity of the industry so that Government housing may be de- 
manded? I don’t think that is what’s intended, but that’s what will 
happen if H. R. 1272 as proposed becomes law. 

Please understand, I am not in any way suggesting that regulations 
should be relaxed completely or that the industry should be told to go 
ahead and build regardless of the material that is needed for military 
or other defense production. Instead | am trying to point out that if 
in San Diego housing is needed, it can be had right now if Congress 
will instruct the Government agencies to relax credit controls and per- 
mit the use of materials while they are still available. At least, in 
those areas, housing will be built cheaper, quicker, and at no expense 
to the taxpayer or burden to the ever-increasing national debt. 

But back to the original question: Where do we need more housing 
now and in the foreseeable future? Gentlemen, I venture to say that 
if we took an inventory of the Nation’s housing today we would find 
that in 1940 there were 37,325,470 units and the population was 131,- 
669,275. In 1950, we had 46,151,170 units and the population was 
approximately 150,555,592, according to the Census Bureau. Thus, 
by 1950, almost 10 years after our entering and during the time we 
were engaged in World War II, we have had an increase of 23.6 per- 
cent in dwelling units, but only a 14.3 percent increase in population. 
Since the population increase records persons, and since dwelling units 
house more than one person, our housing supply today is greatly im- 
proved. 

Consider also that during the war years we constructed many 
military camps and housing units on those encampments throughout 
the United States. 

Until we know where we need more housing now and in the foresee- 
able future how can the Congress legislate for such housing when we 
have no idea where it’s going to go or—if I may pick up question 2— 
when we may need it and in approximately what quantity? 

I think both of these questions were asked of witnesses who have 
preceded me. The witnesses’ answers give evidence that they do not- 
know the extent of our problem. 

Our association has tried to find some of the answers. I’m sure we 
don’t have all of them, but we have a few that may help the committee 
in its deliberations. 

I have a clipping from a Norfolk newspaper reporting on a survey 
made by the paper on November 29, 1950, showing that there is avail- 
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able an abundance of housing at $60 a month and less for rent, close to 
the naval base in Norfolk. 
I can read this clipping, but it is very lengthy and I shall do so upon 
request, Mr. Chairman. But I should like to insert it for the record. 
(The matter referred to is as follows:) 


[From Norfolk Ledger-Dispatch, November 29, 1950] 
Survey Finps Ocean View Homes Mostiy UNpER $60 
(By Richard Montague) 


The average family outlook for a place to rent at less than $60 a month stands 
the best chance of finding an apartment or house in the Ocean View area. 

There are more less-than-$60-a-month vacancies there and in the adjoining 
East Ocean View section than in any other Norfolk community. This was 
established in a recent survey made by the Norfolk Ledger-Dispatch. East 
Ocean View was the only community outside Norfolk’s city limits included in 
this phase of the survey. 

And it was included in the Norfolk vacancy figures only because reports re- 
ceived from the Ocean View area could not be broken down to show East Ocean 
View separately. 

This tip to house-hunt in the Ocean View area for something $60 or under a 
month doesn’t mean that it is the only section that has such vacancies. There 
were 53 in this rent range found in other sections of the city. 


MOST VACANCIES AT VIEW 


The Ledger-Dispatch survey showed a total of 395 vacancies within the city 
limits and East Ocean View. Of these, 245 were in the Ocean View area. The 
survey did not include all vacancies in Norfolk, and the 395 figure represents 
only those! recorded with local real estate offices, the Norfolk Property Owners 
Association and housing project rental offices. 

The survey did not inelude all vacancies listed by local real estate firms, as a 
few did not make their listings available. In addition to the 395 vacancies, a 
tabulation of “for rent’? ads in 1 day’s newspaper showed 94 vacancies within 
the city limits. Rental figures were not available for these vacancies, so they 
were not included with those from sources which listed the rents on nearly all 
accommodations. 

Vacancies in the newspaper ads totaled 54 furnished apartments throughout 
16 communities of the city, 15 unfurnished apartments in 9 communities, 15 
unfurnished houses in10 communities and 10 furnished houses in at least 5 sections. 


MANY ARE FURNISHED 


What will it cost to rent in the Ocean View area? Figures were obtained on 
190 vacancies from the Norfolk Property Owners Association. Most of those 
reported were furnished units, but a complete breakdown of furnished and unfur- 
nished vacancies was not available. Statistics on rents showed 74 two-room at an 
average rental of $43; 71 three-room at an average rental of $57.40; 39 four-room 
at an average of $70.40; 5 five-room at an average of $83; 1 six-room house at 
$50; and 1 nine-room furnished house at $100. There were vacancies in all units 
of less than five rooms at rents under $60 a month. 

The report also showed 10 three-room, 2 four-room and 2 five-room vacancies 
for which rental figures were not available. 


ADDITIONAL LISTINGS 


In addition to these vacancies, real estate offices had 41 listings in the Ocean 
View and East Ocean View area. The Ocean View and Willoughby section had 
28 unfurnished vacancies as follows: 2 three-room apartments at $37.50 and $50; 
18 four-room, ranging from $77.50 to $80; 6 five-room at $70; and 2 six-room at 
$78. There were eight furnished vacancies: two two-room at $35; two three-room 
at $60; two four-room at $60 and $65; and two five-room at $75 and $85. In the 
East Ocean View section there were five vacancies: a six-room unfurnished house 
for $100; a four-room furnished house for $77.50; two three-room furnished 
apartments for $50 and a four-room furnished apartment for $75. 
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In 141 vacancies found in other sections of the city, 37.5 percent rented for 
$60 and under and 49 percent for $70 and under. These included both furnished 
and unfurnished apartments and houses. 

The survey showed 21 with rent of $40 or below, 11 from $41 through $50, 21 
from $51 through $60, and 16 from $61 through $70. 

These vacancies were scattered throughout the city. In the Ghent and West 
Ghent areas, for example, there were 28 vacancies with 53 percent having rents 
of $60 or under. What were these like? There were three two-room unfurnished 
apartments from $35 to $40, six three-room apartments from $32.50 to $60, 
four four-room apartments from $70 to $75, four five-room apartments from $32.50 
to $95, and three six-room apartments from $63 to $70. 

There were eight furnished vacancies in this section: Three two-room apart- 
ments from $37.50 to $55; three three-room apartments from $50 to $75; a six- 
room apartment for $100; and a six-room house for $175. 


GRANBY SCHOOL AREA 


Vacancies in the Granby school area were in a higher rent bracket. There were 
38 vacancies and the rents for 34 of them were over $80 a month. Four four- 
room apartments rented for $69. There were 18 vacancies in Lafayette Park—a 
four-room apartment at $60, a five-room furnished apartment at $100, 12 four- 
and-one-half-room apartments at $68, a six-room house at $80, and three furnished 
houses of five and six rooms, ranging from $50 to $125. 

The only other communities with more than 5 vacancies were Park Place, where 
11 were found, and Larchmont with 9. In Park Place, 81 percent were $60 or 
below a month. 

With the exception of one two-room furnished apartment that rents for $35, all 
the vacancies in Park Place were unfurnished apartments. There were: Two 
three-room, one at $50 ane one at $60; two four-room, $55 and $60; five five-room, 
ranging from $30 to $65; and one six-room at $40. 

Larchmont had four four-room apartments, at $55, $60, and two at $75. There 
were two seven-room houses, each at $135, and a six-room house at $135. Two 
one-bedroom furnished apartments had rents of $21.50 a week. 


43 OTHER VACANCIES 


There were 43 other vacancies scattered through 19 communities of the city. 

A complete tabulation of vacancies in housing developments in the county 
was not available. But two large projects provided more than 400 vacancies. 

One real estate firm reported that a new development in the Cottage Toll area 
expected to have 125 five-room furnished houses for rent at $100 a month by the 
lst of December. 

The family looking for minimum-rent housing could find apartments in the 
Riverdale project. There are approximately 300 vacancies in two-bedroom 
apartments there. The rents range from $32 to $36.50. The location and ac- 
commodations in this rental project, a wartime development, are in keeping with 
the rent figures. 

The sources checked during the survey reported only eight vacancies in Negro 
units. These were: Huntersville, a 3-room apartment at $17.50 and a 4-room 
apartment at $25; Lamberts Point, one 4-room, $20, and two 5-room at $45; 
Brambleton, one 6-room at $25; and downtown, a 4-room at $10 and a 10-room 
house at $40. 


Mr. Summer. I have a copy of a letter from Lt. Thomas A. Hous- 
ton, billeting officer, of Fort Jackson, S. C., dated November 16, 
1950, advising that it was impossible to provide information on the 
number of civilians who might be working for the military and living 
in nearby Columbia. He stated that it would be impossible to advise 
the anticipated increase in families of military personnel, and that 
there was no source from which to obtain this information. 

I should like to insert for the record a copy of the letter signed by 
First Lt. Thomas A. Houston to which I referred. 





338 DEFENSE HOUSING AND COMMUNITY FACILITIES 


OFFICE OF THE HEADQUARTERS COMMANDANT, 
Fort Jackson, S. C., November 16, 1950. 
Subject: Housing survey. 
To: Southeastern Realty Co., Inc., 1224 Washington Street, Columbia, 8. C. 

1. In reply to you letter dated October 31, 1950, the following information is 
submitted in sequence: 

(a) There are 403 housing units occupied as of November 8, 1950. 

(b) There are 178 housing units unoccupied as of November 8, 1950. 

(c) There are 601 housing units on this post; there is as of this date a re- 
mainder of 163 units available for occupancy. 

2. Our records indicate that a total of 263 families from Fort Jackson are housed 
in and around the city of Columbia, 8. C. 

3. Information concerning housed families who have members working as 
civilians is not available; to get this information would involve a house-to-house 
canvass which at this time this office is unable to conduct. 

4. As to the anticipated increase in families of military personnel there is no 
source from which to obtain this information. 

5. If there is any other information this office could give in regard to housing 
do not hesitate to call on us. 

Tuomas A. Houston, 
First Lieutenant, Infantry Billeting Officer, 
(For the Headquarters Commandant), 

Mr. Summer. Fort Jackson is 4 miles from Columbia, S. C., 
Columbia’s 1950 population was 90,000. Just prior to World War II, 
Fort Jackson was reactivated. There was immediately indicated a 
trend toward a tight rental housing market. The Columbia Chamber 
of Commerce set up conferences between General Peyton, the post 
commanding officer, his staff, and the property-owners group, out of 
which the following plan was evolved and put into operation: 

1. The fort would establish a billeting office in the city and would 
maintain an active list of available rentals voluntarily submitted by 
owners or agents. 

2. A fair rents committee, composed of three real estate people and 
three from the staff at Fort Jackson with a representative from the 
chamber of commerce, was established with the following duties: 
(a) Review any allegedly improper rental submitted by either landlord 
or tenant after which an analysis would be made to determine fair 
rental; (6) if the landlord failed to acquiesce to the determination of 
the fair rents committee, the billeting officer was instructed to remove 
such property from the eligible list for occupancy by military personnel. 

Only three cases of any consequence arose, with solutions reached 
within 10 days. This local program resulted in holding the rent line 
on a voluntary basis, and the property owners generally cooperated 
fully. Fort Jackson was ordered deactivated about April 1949, shortly 
after the military had urged upon the citizenry the importance of 
constructing 3,150 units for military personnel with the implied threat 
that if the citizens did not do so the Government would. The citizens 
then put their shoulders to the wheel and in a remarkably short time 
initiated the construction of a substantial portion of the requested 
housing units. This was done through section 608 of the FHA. 

When the Korean situation developed, the reactivation of Fort 
Jackson was ordered. Realtors and the chamber of commerce invited 
the Fort Jackson authorities to a housing conference. The result was 
the reestablishment of a rental committee as above outlined, with a 
further guide for fair rentals. This was to be a net 6 percent return 
to the property owner, based on current replacement costs as of the 
date of review, less applicable depreciation. All expenses allowable 
under the income-tax law were to be taken into consideration in 
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determining the net income. Fort Jackson now has approximately 
30,000 on the post, and there has not been one single complaint for 
their committee to handle. 

I have just talked with a realtor in Wilmington, N. C., about 
Camp LeJeune, and he tells me that the problem there is the need for 
units with linens and other facilities furnished for occupancy on a 
temporary basis of about 3 months. Our information indicates a 
similar condition at Camp Pickett in Virginia. 

At this point, Mr. Chairman, may we make a suggestion. The 
National Association of Real Estate Boards has member boards in 
practically every major city in the United States, and in about 1,120 
communities. In cooperation with any of the officials of the Federal 
Government, either the housing agency or the military, we shall be 
delighted to work with those groups in ascertaining the need, or the 
foreseeable need, in a Nation-wide survey. We want to do every- 
thing we possibly can to help. We do not want to see legislation which 
is going to permit unlimited power and expenditures which may not be 
necessary, even though this legislation is supposed to be “standby” 
in character. We offer you the services of our national association to 
help obtain this information. 

I have covered several of the points in question 3: What different 
classifications of housing will we need; that is, will it be for defense- 
plant employees, civilian military employees, or military men and 
women? The survey which we have just proposed, I think, will help 
find the answer to that question. Also, to question 4: What proportion 
furnished or unfurnished? Likewise, to question 5: How many 
rooms will be needed in these different classifications? Obviously 
we can’t get the exact details, but at least a survey such as we have 
proposed will help you find out what that need may be. 

I should like to take up question 6: Are there any community 
facilities and services that can’t be supplied by private means? If 
so, what are they and why can’t they be supplied by private enter- 
prise? Here, again, the cart is before the horse, because quite 
obviously, we can’t determine the need or the type of community 
facilities until we first determine what the demand for housing will be 
and where it will be. When that is ascertained, then, I think, we’re 
in a position to say whether or not community facilities and services 
can or cannot be provided by private means. 

Quite obviously, if schools and hospitals and such public buildings 
are to be constructed as part of a defense effort, it may be beyond 
the province of private enterprise to supply the finances to do that 
particular job, particularly within the time necessary. 

Our association was privileged to work during World War II with 
the Public Buildings Administration. We have great respect for 
Commissioner W. B. Reynolds. We know that he does his job 
thoroughly and has practical experience in the field of public buildings. 
We are inclined to feel that when and if such legislation is needed— 
and there doesn’t seem to be any apparent need for it at this moment— 
it should be set up in the General Services Administration. They are 
qualified. They have the field offices set up to do the job. They 
would not require much additional personnel, and it’s the type of 
work that this government agency handles. 

We see absolutely no need to include the construction of housing 
built in the United States by the Government at Government expense 
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under any program carrying the label of defense housing. There is 
no termination date for title II, which could, therefore, make it a 
permanent part of existing law. There is no limit on funds authoriz- 
ed, and no breakdown between housing and community facilities. 
All of these matters would be left to an appropriations bill. It is 
true that $150,000,000 has been mentioned as being included in the 
budget, but how much is to go for community facilities and how much 
for Government-built defense housing? No one knows, nor is there 
anything in the bill which would indicate how this would be separated. 

It makes quite an impressive story, so far as the public is concerned, 
to say that private enterprise will be aided (inferring Federal funds 
assistance) by a $3,000,000,000 program included in H. R. 1272, 
while public housing and community facilities are to be included with 
the relatively small sum of $150,000,000. But what are the facts? 

Such a statement is a deliberate misrepresentation. Privately 
loaned funds insured under title I of this bill, as written, would be paid 
for in form of premiums by private investors. When money is lent 
by a private institution it is insured by this national fund. It’s a 
contingent liability upon the Federal Government, to be sure; but 
since its inception the FHA has not been a liability, but an asset. 
FHA has not cost the taxpayers of the United States one penny. 

If one were to tell the true story of what title I provides for, it 
should be that the man who builds housing as provided for under title 
I must pay for an insurance policy on the basis of one-half of 1 percent 
to 14 percent per year on the amount of the principal obligation of the 
mortgage outstanding at any time. That insurance policy would 
guarantee the lender that if for any reason the property is defaulted 
the lender will be protected. Even if the lender does claim a default 
and is permitted to foreclose on the mortgage, the property can be 
taken over then by the Federal Housing Administration and either 
sold or continued in operation. The property, and the resources built 
up under this insurance fund, would be security for the Government in 
the event of foreclosure. Thus, it can readily be seen that the tax- 
payer is not involved, and that no money actually is lent by the Federal 
Government to any private builder for the purpose of constructing 
this housing. Let’s get that point clear. 

I might interject at this point that the Home Owners Loan Corpo- 
ration, with all the huge sums that were loaned out to municipalities 
to save them from financial distress, and to banks, ended up with 
money in the Treasury. It did not cost the taxpayers of the United 
States any money, which proves that it can be done without adding 
to the tax bill. 

But what of the money that’s to be spent for public housing con- 
structed under the guise of defense housing? It’s a direct expenditure 
by the Federal Government of Federal moneys, and there’s only one 
place where the Federal Government can get money—and that’s out 
of the taxpayer’s pocket or borrowing against the taxpayer’s security. 
When these Federal moneys are expended in this manner it affects the 
valuation of the American dollar, because it obviously increases the 
debt of the Federal Government. 

Mr. Chairman and members of the committee, to what group should 
we give the responsibility of providing defense housing? Private in- 
dustry? It does the job with its own money. Or public housing, 
which uses the taxpayers’ money. 
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One way to reach a decision, I think, is to observe the performance 
of both groups. In the latter part of June 1949, a public housing bill 
was passed by the Eighty-first Congress. It is Public Law 171. It 
provided for the construction of 810,000 public housing units for which 
the Federal Government would pay a subsidy up to $308,000,000 a 
year for 40 years. At the time the bill was being considered by this 
committee representatives of the housing agencies testified that the 
cost of the units would be held to $8,450. The record will prove that 
statement. These same witnesses testified that from 6 months to a 
year would be needed to get the program under way, and that after 
a year they would be up to full production schedule, which would be 
an annual average of 135,000 housing units a year. The first year’s 
program was set up at 50,000 units and was so announced by repre- 
sentatives of the different housing agencies. When the President 
issued his restrictive order curbing construction and urging the con- 
servation of material, he stated that public housing would have to be 
a part of a quota not to exceed 30,000 units through December 31, 
1950. 

Now, with the financial resources of the Federal Government to 
back it, the Public Housing Administration preceeded with its pro- 
gram, back in 1949, the middle of the year. And what is its record, 
Mr. Chairman? Well, up to this moment, to the best of my knowl- 
edge, and it has not been denied in any quarter, there has not been one 
single new public housing unit completed under the Housing Act of 
1949. And remember, Mr. Chairman, that bill was passed as emer- 
gency legislation. Meanwhile, more than $15,000,000 have been 
spent in administrative expenses. 

Now let’s look at the record of private industry. It has completed 
more than 1,800,000 units in the same period of time. It did not cost 
the taxpayers of the United States one penny. Now, we are faced 
with an emergency. During that emergency we must do everything 
as fast as we can, as cheaply as we can. *On the one hand we have a 
Government agency that could not perform, and industry that, at full 
gear, did perform. And we now propose to take it away from that 
industry and turn it over to that agency. 

Gentlemen, I leave it up to you. Should it be the Public Housing 
Administration that is to build and manage this defense housing or 
private enterprise? 

Since the Lanham Act has been mentioned by a number of witnesses 
who appeared before this committee, perhaps we should examine what 
the Lanham Act provided for and what actually resulted from such 
legislation before we consider title II of this bill. The original Lanham 
Act called for appropriations of $75,000,000 for the housing to be 
constructed and to be known as Lanham Act Defense Housing. This 
act was approved October 10, 1940, as Public Law 849 of the Seventy- 
seventh Congress. This original authorization was increased by 
$300,000,000 by section 2 of Public Law 42 of the Seventy-seventh 
Congress, and to $600,000,000 by section 3 of Public Law 409, Seventy- 
seventh Congress. Public Law 723 of the Seventy-seventh Congress 
increased it to $1,200,000,000, and Public Law 119 of the Seventy- 
eighth Congress, to $1,500,000,000. 

The Joint Committee on Housing Report, part V, page 5515, 
states that this war-housing program cost, up to December 1947, 
$2,468,024,000. And remember, gentlemen, it started off with 
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$75,000,000. There were 600,619 public war housing units, 49,570 
under ‘‘Homes conversions,”’ 11,480 constructed by Defense Homes 
Corporation, 168,197 veterans’ housing units for which Federal funds 
were expended, together with transfers of property. There were 
5,410 units in Greenbelt towns, and 21,618 units transferred from the 
Public Works Administration. Thus, a total of more than 800,000 
units were constructed under the Lanham Act provisions and its 
amendments. 

Congress recognized, back in 1940 when this law was passed, that 
this might be a back-door entrance to a subsidized public-housing 
program. It provided that this housing should be disposed of within 
2 years after the end of the emergency, or at an earlier date if the 
President so decreed. In any event, this housing was to be disposed 
of either by sale or demolition and could not be used for public housing 
or slum clearance without the specific approval of the Congress. It 
makes interesting reading to observe the fears of those Members of 
Congress who felt. that this housing would wind up just exactly 
where it has. 

Under Public Law 475, the Eighty-first Congress provided that this 
housing may be turned over to local communities for use as public 
housing without subsidy, with the proviso that any of the net profits 
of operating this housing i in direct competition with private industry 
would be turned over to the Public Housing Administration in 
Washington. 

What has happened to this Lanham Act housing since the end of 
World War II? I am advised that there are still 356,000 housing 
units constructed with Lanham Act funds being carried on the Public 
Housing Administration’s books. Almost half of this number, 
174,000, are permanent units and the remainder are so-called demount- 
ables, but which at one time were classified as permanents. They are 
of sufficiently good construction that they could be demounted and 
used elsewhere as permanent housing. They were known as “‘de- 
mountables—permanent on-site’’ and were so classified by the Public 
Housing Administration. Now, while the PHA was waiting to dispose 
of these units they were managed by the Public Housing Administra- 
tion and the profits from their management, of course, have accrued to 
the benefit of the Public Housing Administration. What of their 
management practices, and how good were they as management 
agencies? Well, again may we return to the record. 

On page 5740, part V of the Joint Committee on Housing Report, 
Senator O’Conor, of Maryland, reports that a study of the accounting 
practices of the Federal Public Housing Authority, now known as the 
Public Housing Administration, were in such a mess that they couldn't 
even be audited. Comptroller General Lindsay Warren, in a letter of 
committal referring the report mentioned by Senator O’Conor, stated 
that in his opinion the General Accounting Office auditors could not 
audit the books. 

Senator O’Conor states— 

Just picked at random, one account where one of the public utilities, an account 
shown to be outstanding of some $8,000. We rather surmised that couldn’t be so, 
because the public utilities would not allow that account to remain open on the 
books. In 5 minutes we went to the telephone, called the general utilities, and 


found the bill of $8,000 had been paid some 2 years before, so that the books were 
obviously in error, and there were many other such instanzes as that. 
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On page 5741, Senator O’Conor continues, and I quote 


We found, for example, on the books items which indicated there had not 
been proper accounting. For example, at one of the projects, Greenbelt, we 
found an item was shown $608,000. That item was added just to balance the 
books. 

Mr. Chairman and members of the committee, is history going to 
repeat itself? Are we to have another fiasco such as I have just 
reported? Can we entrust to the same agency, the Public Housing 
Administration, the program for construction of defense housing and 
its management and operation when this country already is so deeply 
in debt and trying to conserve its financial resources, and is in danger, 
if you please? 

History is not a phonograph record. We don’t have to play the 
same old tune over and over again. We must find the practical solu- 
tion to the problem. If title II of this bill is passed, it will be but a 
toe in the door for public housing, and, after reading some of the 
testimony of one of the witnesses, perhaps the entrance to socialized 
education and socialized medicine—all in the name of defense. 

Before I leave the discussion of title II, I should like to call your 
attention to the fact that this bill, under title V, will also provide for 
the elimination of the income limitations for occupancy of public 
housing as well as continue the provisions of Public Law 475 to con- 
tinue to turn over to local communities Lanham Act housing for low- 
rent or defense housing use, with the stipulation that the net profits 
are to be turned back to the Public Housing Administration in Wash- 
ington. At the same time demand is made in title I] for more Lanham 
Act types of public housing. 

Mr. Chairman, much has been said about land adjacent to such 
areas as the proposed atomic energy plant in South Carolina. It 
was pointed out by several witnesses that efforts must be made to 
prevent speculation in land values in these areas. It was also sug- 
gested to the committee that authority must be given to the Housing 
and Home Finance Agency to prevent speculation in isolated or 
relatively isolated areas, or if there is any indication there may be 
uneconomic use of land either improved or unimproved. 

Mr. Chairman, this brings me to question 7: What steps can be 
taken now to expedite immediate construction of housing for rent and 
for sale? 

There is absolutely no need for title IIT of this bill. The authorities 
requested are already incorporated in existing legislation. I respect- 
fully call vour attention to title II of the Defense Production Act of 
1950 which gives the President the right to requisition equipment, 
supplies, or component parts, or materials or the facilities necessary 
for the manufacture, servicing or operation of the national defense. 
Under paragraph (b) of section 201, title II of the Defense Production 
Act of 1950, it states, and I quote: 

Whenever the President determines that any real property acquired under 
this title— 
that acknowledges that he has the right— 
and retained is no longer needed for the defense of the United States, he shall, if 
the original owner desires the property and pavs the fair value thereof, return 
such property to the owner. In the event the President and the original owner 
do not agree as to the fair value of the property, the fair value shall be determined 
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by three appraisers, one of whom shall be chosen by the President, one by the 
original owner, and the third by the first two appraisers; the expenses of such 
determination shall be paid in equal shares by the Government and the origina! 
owner. 

It indicates nevertheless clearly that that act gives the President 
the authority to acquire the land. 

The President is also authorized to delegate the authority conveyed 
to him under title IL of the Defense Production Act to agencies of 
the Federal Government. 

We have heard much about the need for this particular part of the 
legislation to enable the Administrator to obtain and hold certain real 
estate or property that may be needed for the expansion of defense 
facilities adjacent to certain areas. Mr. Chairman, I refer you to 
Public Law 585 of the Seventy-ninth Congress, known as an act for 
the development and control of atomic energy. Section 12, para- 
graph (5), provides that the Commission may— 
acquire such materials, property. equipment and facilities, establish or construct 
such buildings and facilities, and modify such buildings and facilities from time 
to time as it may deem necessary, and construct, acquire, provide, or arrange 
for such facilities and services (at project sites where such facilities and services 
are not available) for the housing, health, safety, welfare and recreation of per- 
sonnel employed by the Commission as it may deem necessary. 

Paragraph (7) of the same Public Law 585 provides that the Com- 
mission may— 
acquire, purchase, lease, and hold real and personal property as agent of and on 
behalf of the United States and to sell, lease, grant, and dispose of such real and 
personal property as provided in this Act; 

Thus, in two specific public laws, presently the law of the land, 
provision is made for the acquisition of real property which may be 
held by an agency of the Federal Government and transferred to any 
other agency for the specific use of housing or for community facilities 
as may be needed. We have that law now. These are the same 
provisions and the same authorities that are requested under title 
Il of H. R. 1272, with the possible exception that title III has no 
termination date—which means that the Administrator of the HHFA 
could obtain and hold such real property for as long as he pleases. 
He could also obtain real property for the purpose of constructing 
public housing as previded in title I] of H. R. 1272. In testimony 
thus far presented we fail to find any evidence that the purpose of 
title III is to acquire land except to prevent speculation and uneco- 
nomic use of such land adjacent to areas such as the proposed atomic 
energy plant in South Carolina, the only example that has been 
offered. We therefore believe that we have proved that there is 
absolutely no need for this section of H. R. 1272. 

Continuing with the question of what steps can be taken now with 
amendments to existing legislation, may we call your attention, Mr. 
Chairman, to title IV of H. R. 1272. It provides for assistance for 
productive capacity and for the manufacture of prefabricated housing 
But section 301 (a) of title III of the Defense Production Act provides 
that the President not only has the power to requisition real property 
when needed in the defense of the United States, but that he is author- 
ized, if it will aid in the national defense, to install additional equip- 
ment, facilities, processes or improvements to plants, factories, and 
other industrial facilities owned by the United States Government, 
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and to install Government-owned equipment in plants, factories and 
other industrial facilities owned by private persons. The President 
is further authorized under this section to use existing departments 
of the Government as he may deem appropriate, or to create any new 
agencies. Thus, if the prefabricated housing program needed a lift, 
this section of Public Law 774 gives the President, or his designated 
authority, the right to install any necessary equipment and to assist 
in the processing of any materials. There is absolutely no need for 
title IV of H. R. 1272. If there were, I’m sure the prefabricated 
housing industry could speak for itself. 

I should like to call the committee’s attention to the declaration of 
policy of H. R. 1272, paragraph (4) which says in part: 

Private enterprise should be encouraged to provide as large a part of the total 
defense housing need as it can, with special governmental assistance being made 
available where feasible and necessary, to enable private enterprise to provide 
more of the total defense housing needed. | 

Analogy to wartime title VI is not appropriate, since in 1940 there 
did not exist the high percentage loan devices under existing FHA 
legislation, which presently are not being used because of the October 
12 credit curbs under regulation X. 

We have reviewed the National Housing Act since its inception. 
We have compared the phraseology of all of the separate titles and 
particularly title VI and title II as they have been amended. We have 
studied the amendments which have been added for the past 10 years. 
About the only thing the proposed title I of H. R. 1272 actually does 
that is not already on the books is to spell out in detail that the FHA 
Commissioner is given the authority to set complete requirements with 
respect to rental of properties and to prohibit and restrict sales. He 
already has the authority to control rentals on FHA housing. It pro- 
vides a control which might result in restrictive pressure being applied 
to the entire industry. Under title I the President, of course, through 
the agency designated by him, makes the finding of shortage and 
designates the area through which the title will operate. At the same 
time the total number of dwelling units to be insured under the title in 
each of the designated areas must be set by HHFA. This is a double 
barreled authority which will, of course, produce confusion and delay. 
The title makes no provision for three- and four-family unit houses, 
although obviously three- and four-family houses produce a higher 
percentage of rental accommodations. While FHA recognized the 
need for higher cost areas in some of its previous programs, and such 
provision is written into the public housing law, no provision is made 
for mortgage limits, which will result in a higher figure than those 
set out in the title for high cost areas—particularly in the face of 
rising costs. Any laws and regulations should permit up to $1,000 of 
additional mortgage in designated high-cost areas. 

With several slight amendments to section 207 under title II of the 
existing National Housing Act, all of the provisions incorporated in 
title I of H. R. 1272 can be accomplished, and the power of additional 
control over the industry can be eliminated. 

We can touch on the last three questions in short order: What 
legislation is needed to augment existing legislation? In our opinion, 
none is needed at this time. Instead, we urge that specific proposals 
which we shall make at the conclusion of this testimony be employed 
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before any additional legislation is adopted. We believe that we have 
shown documentary evidence that there is absolutely no need for 
H. R. 1272. 

We asked in question 9: Is Congress planning to adjourn early and 
thus prohibit consideration of legislation which may be needed in 6 
months? I am advised it is not the plan to adjourn Congress early. 
Because of the Korean situation and the international picture, no one 
can predict at this time when Congress can adjourn. You gentlemen 
know better than we. It is not anticipated, however, that it will 
leave its duties until very late in the summer, if then. It is quite pos- 
sible, then, that any additional legislation which might be needed after 
the facts are ascertained can quickly be brought before the Congress, 
and I’m sure you will find at that time that this entire construction 
industry will be 100 percent behind such legislation if all of the factors 
of restrictive control are removed and the industry has been given 
genuine opportunity to show that it can do the job without the ex- 
penditure of Federal funds. 

Last, and perhaps most important, is question 10: What will the 
inflationary aspects of H. R. 1272 do to an increasing debt and the 
need to pare a $71,000,000,000 budget? Governor Marriner Eccles 
of the Federal Reserve Board, before the Joint Committee on the 
Economic Report on January 25, stated, and I quote: 

I believe to do this (speaking about preserving the economic and democratic 

strength of our Nation as a means to fulfilling our commitments to help defend 
and protect the other countries) we must limit our aggregate expenditures on our 
defense and foreign-aid program to a maximum of $50,000,000,000 annually. 
He likewise stated that this means we must adopt a realistic foreign 
policy, one which recognizes the limitations of our resources and man- 
power, and one which we can pay for currently. He concurs, there- 
fore, that until we know our problems we can’t hope to solve them. 
He further stated: 

In my judgment it would be impossible to avoid destructive inflation and 
further debasement of the dollar if the policy for an unbalanced budget, however 
financed, were long continued. An over-all complete harness of controls would 
only postpone the disastrous consequences. 

This realistic analysis of the need for curtailing nonessential expend- 
itures is additional evidence why this bill should not be passed. 
H. R. 1272 provides practically a blank check to an agency of the 
Federal Government to do just about as it wishes in the matter of 
expenditure. 

This bill would in no way add to the supply of materials available for 
housing or for other purposes, and thus would in no way increase the 
amount of defense housing that could be built. 

There have been no major population moves to date which would 
justify any large volume of defense housing at this time. This was 
brought out in the Senate hearings. 

Certainly, Mr. Chairman, we can come to one conclusion—that there 
is absolutely no need for this legislation. Until such time as we can 
obtain the answers to the 10 questions that I have posed, I submit 
there is no realistic or practical basis upon which we can predicate any 
legislation. I do not believe that this Congress wishes to give to any 
agency of the Federal Government a blank check and tell that agency 
to go ahead and spend when and where it feels it is necessary to spend. 
If H. R. 1272 is passed, that’s about what the Congress will be doing. 
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We have tried to document the facts and not theorize on the possible 
results. We believe that the objectives of this legislation can be met 
fully with the following proposed program: 

1. Relax regulation X immediately in areas which may be anti- 
cipated as possible defense areas when there seems to be a reasonable 
available supply of building materials, and permit the industry to 
move ahead rapidly. 

As long as we are fighting for freedom, let’s try a little bit of it here. 
We can prove that a free economy can and will beat a bureaucratic 
economy. 

2. When title VI, section 608 commitments were set aside because 
of additional authorization for mortgage insurance last March, many 
thousands of housing units were on the drawing boards. Plans had 
been made; land had been optioned and acquired. But the great 
program of rental housing was stopped in its tracks. Whether or not 
that was the plausible and logical thing to do, I’m not debating at this 
time. But since those plans are already on the drawing boards and 
millions of dollars have been expended in their preparation, we recom- 
mend sufficient FHA authorization to put them into effect immediately 
in the defense areas that may be designated. 

At this point I want to point out something that labor refers to 
constantly, and that is the matter of the high cost of rental housing. 
under private construction. 

Over a year ago, our office made a concerted effort in our area to 
encourage builders to build low-cost 608 housing. We have succeeded 
in completing, and there are now occupied, thousands of units where 
the rents range from $55 for two and one-half rooms to $65 and $68 
for three and one-half rooms, and $75 and $78 for four and one-half 
rooms, in the highest cost building area in the United States. And 
some of those buildings have elevators and are of fireproof construc- 
tion. This proves that it can be done. And if the FHA so elects, it 
can give priority to low-rental housing; that is, projects that will rent 
at low rents shall have priority over those that will be rented at high 
rents, and there is no need for rents to go beyond $100 a month. 

I might say further, when we are talking of $80, which we consider a 
high rent, on a 40-cent dollar that is equivalent to $32 before the war. 
So we have to measure the dollar, and not only the rent. So we still 
say that low-rent housing can be built and has been built in great 
numbers in northern New Jersey. And I can prove each one of these 
cases and show them to you. They are there and are occupied. 
Private industry can do the job and has done it. 

3. In cooperation with any agency you may designate or suggest, 
or any military group, our national association will conduct a survey 
to ascertain if possible the needs for defense housing, when and where 
it may be needed, and approximately at what time it may be needed. 
This will go a long way toward consideration of any future legislation 
that may be introduced for the purpose of providing defense housing. 

4. If any public buildings such as schools and hospitals are to be 
constructed, such legislative program should be directed to the General 
Services Administration and specifically to the Public Buildngs 
Administration within that agency. The industry has confidence in and 
has worked successfully with the Public Buildings Administration. 

5. Authorize a plan of equity insurance coupled with prepayment 
premiums on insured mortgages for needed defense housing in remote 

78408—51——23 
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areas where use of the housing will be temporary or of questionable 
permanency. This will bring the proven efficiency and economy of 
private building into the remote areas at a fraction of the cost that 
would be involved in Government building. In most cases, as shown 
by our experience in World War II, it would be without any cost to 
the Government. 

That takes a minute of elaboration, because it brings out a new 
approach that was never used in World War II. Instead of the Goy- 
ernment going in where it is felt that housing is not economically sound 
and private capital will not venture, if the Government, instead of 
putting up all the money and building these houses were to insure to 
that builder that if he does not recapture his investment and a reason- 
able return when the housing can no longer be used, that he would 
be given equity assistance, it would solve the problem. If that had 
been done in World War II, the great bulk of Lanham Act housing 
that was considered impractical for private construction, but whic ‘h 
has since proven to be economically very sound and very profitable 
to own and is in demand by private ownership—much of the subsidy 
that we provided in World War II would never have been necessary. 
And if this emergency were to last 2 years, there would be a saving to 
the Government; and if it were to last 10 years there would be a greater 
saving, and if it were to last 20 years, it would be at no cost to the 
Government for any housing, however remote, in any part of the 
United States. But that is an alaborate plan which we will be glad 
to present, if it meets with general approval. 

6. The policy statement of H. R. 1272 refers to the need for coordi- 
nation of housing and manpower requirements with the construction 
of any new industrial facilities. We concur in this thinking and 
recommend that when industrial expansion is contemplated in a 
defense area where adequate improved sites for defense rental housing 
are not available at an economic cost, a provision might be included 
to permit an industry to develop unimproved land, including the 
installation of sewers, streets, water, and other utility installations, 
as part of the construction costs of the new facility, upon a finding of 
necessity by an appropriate agency. 

Some of these industries are being given the privilege of adopting 
an accelerated depreciation plan which will help write off the costs of 
such improvements. We propose that, under the conditions stated 
above, this same accelerated depreciation write-off plan be extended 
to an industry which will include the development of unimproved 
lands which may then be turned over to private builders for a reason- 
able price or lease for the construction of rental housing only for new 
workers within that industry. In the same areas, and upon the 
same finding of necessity, we recommend that any private developer 
who should develop unimproved land for defense rental housing be 
likewise given the privilege of an accelerated depreciation plan in 
writing off the cost of the development of the land within a 5-year 
period, as is extended to industry. 

Gentlemen, that is contingent upon several factors. No. 1, there 
must be rental housing. No. 2, there is no improved adequate land 
available in that area, and No. 3, to help meet the demands of labor 
to revive title 501 of the GI financing program in defense areas. 

We respectfully urge, Mr. Chairman and members of the committee, 
that legislation be set aside until such time as more of the facts are 
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known and an opportunity has been given to private industry to pro- 
duce the housing when and where it is needed with existing tools. 

In conclusion, is there a national emergency, or is there not? I 
think we all agree on the answer. Let us have the job done by those 
who have proved that they can do it quicker, better and cheaper and 
at no cost to the taxpayers of America—the building industry. They 
have made us the best housed Nation in the history of the world. 
Thank you, gentlemen. 

The Sarareuay. I remember that you spoke in great praise of the 
Home Owners Loan Corporation? 

Mr. Summer. Yes, sir. 

The CuarrMan. I remember, too, when that was before the Con- 
gress, it was denounced as a highly socialistic enterprise. 

Mr. Summer. I remember that. 

The CHarrMAN. You remember that? 

Mr. Summe_r. Yes, sir. 

The CHairMaN. Is your organization in favor of Federal insurance 
of mortgages in order to stimulate building? 

Mr. SumMER. Yes, sir. 

The CHarrMAN. You accept that? 

Mr. Summer. Yes, sir. 

The CHarrMan. How many of the buildings that you have con- 
structed have been completed with such insurance assistance? 

Mr. Summer. I would say the majority of them before regulation X. 

The CuatrmMan. When that was passed, that was looked upon as an 
invasion of private enterprise? 

Mr. Summer. That is right. 

The CuarrMan. It was said that the Government would eventually 
take over the building industry? 

Mr. Summer. That is true, but that was not said by our associa- 
tion, Mr. Chairman. 

The CHarrMan. I do not know whether it was said by yours, but 
many associations did say it. At least, we heard that and we heard 
the cry of socialism from every quarter. Now, I am a believer in 
private enterprise. I believe private enterprise ought to do every- 
thing that it is possible for it to do. You people are in favor of the 
defense effort, are you not? 

Mr. SuMMER. Yes. sir. 

The CuarrMan. You think that we have an emergency, do you not? 

Mr. Summer. Regardless of what I think should be done we agree 
that there is an emergency and we should do everything we can to 
meet that condition; yes, sir. And we have offered our services to 
the Government. 

The CuatrMan. Every patriotic person I think believes so. 

Mr. Summer. Yes, sir. 

The Cuarrman. The defense effort is going to involve the shifting 
of populations to various defense areas, is it not? 

Mr. Summer. It may or it may not; we do not know that. 

The Cuarrman. Well, it will. We know now that there are great 
installations being proposed in South Carolina; there are great instal- 
lations being proposed in Kentucky. We know that. We know it 
will take 35,000 or 40,000 men to build some of these installations, 
and that will call for temporary construction housing, because after 
the installations are built, there will be no further use for those homes. 
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Is there any method by which you can get private enterprise to go 
in there and build these temporary homes for those temporary workers 
in the construction of these plants? 

Mr. Summer. I have a suggestion; yes, sir. 

The CuarrmMan. How would you do that? I would like to know 
how you can make that investment alluring to private enterprise. 

Mr. Summer. I will answer your question, sir, but I want to answer 
all your questions. No. 1. This association never went on record 
against the FHA nor against the Home Owners’ Loan Corporation. 
I believe we contributed greatly in the preparation of that legislation. 

No. 2. There is no such thing as putting a witness in the position 
of “all Government or no Government.”’ Our suggestion is this. 
Our civilization has gotten too complex to say that. I merely contend 
that all unnecessary functions of Government should be eliminated. 
That has been my entire testimony. I am not an extremist who says 
that Government must stay out of everything, because our civilization 
has become too complex. 

The CuartrMan. Tell us how you are going to get private enterprise 
to go in and build temporary houses from which they could not realize 
any great return. 

Mr. Summer. I will answer that. 

The CuairMAN. Answer that. 

Mr. Summer. Yes, sir. In the first place, we are aware that risk 
capital, or builders, will not care to invest their capital, nor will 
mortgage companies lend their money on any temporary venture. 
Nevertheless, if the Government builds that housing, the entire cost 
of that housing is charged against the taxpayers of the country less 
the rents that may be received from the people who occupy that housing. 

There is no reason why the Government, instead of guaranteeing or 
in effect subsidizing it, cannot substitute for the subsidy an insurance, 
equity insurance, for this reason. That plant may be there 2 years; 
that‘plant may be there 15 years; that plant may be there 20 years. 
If it is there 20 years, it could well be self-supporting economically. 
So that if, instead of the Government subsidizing it in the beginning, 
instead of its being built by the Government, if the Government will 
assure the builder, if he builds it, under certain conditions, that he will 
get a return of his capital and a return on that investment, every year 
that those houses are there, the Government obligation decreases. In 
World War II, many projects of this kind proved to be of permanent 
value and there need not have been any contribution toward them by 
the United States Government. 

Mortgage firms are not interested in investing in properties where 
the payoff is within 10 years. It costs money to put a mortgage on 
the books, even though the Government insured the mortgage. 

The Cuarrman. You believe that although the investment may be 
uneconomic, and may involve a loss, rather than have the Government 
go in and build it, they should subsidize private enterprise to build it? 

Mr. Summer. No, | am not suggesting any subsidy. That is not 
my suggestion. 

The CuarrMANn. And then make good the loss that they will sustain? 

Mr. Summer. That is not my suggestion. 

The CHarrMAN. That does not seem to me to make good sense. 

Mr. Summer. That is not my suggestion. My suggestion is, No. 1, 
that in many of those projects there may never be any aid necessary 
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by the Government. They may be there not 2 years, as wé antici- 
pate now, but much longer. No. 2, in many areas, the community 
catches up with the buildings around it. There may be a use for 
that activity for other purposes after the war is over. There are many 
possibilities which may prolong the life of the use of those houses 
beyond what we think they will be and there were projects in World 
War II which proved that. So that there is no reason to believe that 
it is not economically sound. It may be, it may not be. But the 
Government would then be in a position, under a form of equity insur- 
ance, of at best paying a portion of it instead of the whole thing. The 
mortgage money can be attracted to it by the device of a premium, 
if the mortgage is paid off within 10 years and then we save all of the 
administrative cost. So that there is no use in having a Government 
agency build housing when you have an industry ready to go. 

The CuarrMan. It seems to me, from what you are suggesting, that 
you are getting the Government more and more into the building 
industry. 

Mr. Summ_er. No, sir; I am doing just the opposite. 

The CHarrman. You are suggesting that we subsidize private 
industry? 

Mr. Summer. If you wil! look up the definition of subsidy, in the 
dictionary, I think you will find that insuring capital is not a subsidy. 
We feel that housing is less and less an obligation of the Government 
and when the Government has to pay the builder, it gets the property. 
So that there is no subsidy. 

The Cuarrman. I do not care about splitting hairs over that. 

Mr. Summer. I certainly think that if we have an emergency we 
should let the industry do the job. 

The Cuarrman. If there is going to be a loss sustained, and if the 
Government is going to have to pay it, it is very much the same as a 
subsidy, it seems to me. Are there any other questions? 

Mr. Coxe. On the question of cost of construction of public housing 
units, units built by the Government, have you any comment to 
make about the possibility of the cost of these units being more than 
that whith is included in the bill? 

Mr. Summer. Yes, sir. In spite of the fact that in June of 1949 
when the housing bill was passed, the testimony was that the units 
would cost $8,450, the cost actually ranges from $10,400 up to $12,800, 
or thereabouts, if my memory serves me correctly, which is higher 
than the cost of comparable housing built by private enterprise. 

Mr. Coxe. That is all. 

Mr. Bucuanan. On page 5 of your statement, most of the page is 
devoted to a number of examples, which sum up to the fact that 
there is no serious housing shortage. 

Mr. Summer. No, sir; our summary was that we do not know. 

Mr. Bucnanan. Well, this is the question. Do you differ with 
that statement? 

Mr. Summer. I say that our statement was to the effect that we 
do not know what the demand is, but we used a few examples where 
there apparently was no great demand. We do not say that there is 
nodemand. Wedonot know. That is why we recommend a survey. 

Mr. Bucuanan. You pointed to Norfolk and then again to Fort 
Jackson. 
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Mr. Summer. That was by way of illustration, that the situation 
can be solved locally, but we do not know that there is a demand 
and that is why we recommend a survey, to find out. 

Mr. Bucuanan. Well, of course we had witnesses here, especially 
the city manager of Norfolk, Va., and he himself stated that he is 
renting a home and is unable to find desirable housing at the price 
he can afford to pay. Now, most certainly the city manager of 
Norfolk, Va., is in a better position than most people to be able to 
find housing quarters. You have a clipping, of course, and you 
inserted it. 

Mr. Summer. The clipping, I think, will refute that evidence, sir. 

Mr. Bucuanan. This is my question: Does your organization main- 
tain or believe now that no new serious housing shortage will develop 
in important military or production centers? 

Mr. Summer. No, sir. 

Mr. Bucuanan. In other words, the chairman spoke of millions of 
people shifting around. It is estimated that there may be around 7 
or 8 million people moving. Probably close to that number now have 
already shifted to some of these rather isolated areas in the country. 
You refute then, your general statement there on page 5, that there 
may be some serious housing shortages in these important military 
and production centers? 

Mr. Summer. There may be. I do not think it refutes the testi- 
mony, though. Thé bulk of our testimony was: No. 1, let us find 
out the need; No. 2, we contend 

Mr. Bucuanan. On page 5 of course you cite those examples. I 
thought possibly that was typical. 

Mr. Summer. Mr. Buchanan, answering your question, I do not 
think any of your witnesses, unless I missed them, have proved an 
over-all need to the extent you mentioned. There may be a potential 
shift that will require housing. We do not deny that. 

Mr. Bucuanan. This was not potential. In Norfolk it was actual. 

Mr. Summer. If you would care to, I will read the clipping. 

Mr. Bucuanan. No doubt clippings come from various Tdi of 
newspapers. é 

Mr. Summer. This was a survey. This is the result of a survey. 

Mr. Bucuanan. Who made the survey? 

Mr. Summer. The newspaper itself. 

Mr. Bucuanan. What is the name of the newspaper? 

Mr. Summer. The Norfolk Ledger-Dispatch. 

Mr. Bucuanan. Is there any question of how they made the survey, 
and what statistical approach they used? 

Mr. Summer. With you permission Mr. Snyder can answer the 
details. 

Mr. Bucuanan. I do not question it at all, other than the fact that 
I have the word-of-mouth testimony here of the city manager of 
Norfolk, Va. The city manager, living and residing in a community, 
certainly ought to know their problems as well as some survey. 
We have had a lot of surveys, of course, that proved their points. 

Mr. Summer. Mr. Snyder can confirm the information. 

Mr. McKinnon. Mr. Chairman, since the gentleman has talked 
about San Diego, and since you say you do not know about housing 
shortages in the area, I do not know what it would take to prove it 
to you. 
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However, the commandant of the eleventh naval district, at San 
Diego, issued a statement just the other day saying that there was a 
need, so far as the Navy requirements are concerned, for 9,100 units. 

The general manager of the Consolidated-Vultee Aircraft Co., 
and certainly a very strong exponent of our private free enterprise 
system, who is against any socialistic point of view at all, has wired 
me about the tremendous need for war housing in our area. 

The mayor and the city council—the same mayor and the same 
city council who recently voted to decontrol rents in San Diego— 
have wired me the need for some 20,000 units, including the units 
that the navy commandant has already mentioned. 

There is a total of some 20,000 units which are needed immediately 
in San Diego to take care of the war effort. I do not know what 
further need there is for a survey in San Diego. The mayor of the city, 
the city council, the general manager, and the president of the largest 
industrial concern there, as well as the commandant of the eleventh 
naval district, who is also a gentleman who wants free enterprise, 
have all notified me by telegram and on record in the newspapers that 
the need for war housing in San Diego is urgent. And even yet, the 
impact is not in full swing there. 

Mr. Summer. Mr. McKinnon, I did not testify that there was no 
need in San Diego. I said that we have existing legislation where the 
President had the power to permit additional construction and just 
has not seen fit as yet to allow private enterprise to build more housing 
by relaxing regulation X and providing additional funds for title VI. 

Mr. McKinnon. Did I understand you to say that there has been 
no evidence shown that there was a lack of housing any place in the 
United States? 

Mr. Summer. No, I did not say that. I said that there has been 
no evidence of a general need for housing all over the United States. 
We, therefore, recommended the businesslike way of doing any project 
involving a problem, namely, a survey. 

Mr. McKinnon. We have already had a survey. 

Mr. Summer. We did not testify that there is no need for housing 
anywhere in the United States. We know that is not so. I know of 
cases where there is a need for housing. 

Mr. McKinnon. We do stipulate to the fact that in certain areas 
there is a need for housing? 

Mr. Summer. I agree. In certain areas there is a need for housing 
and there will be a need for housing. 

Mr. McKinnon. We can further stipulate that this bill pertains 
specifically to certain impacted areas? 

Mr. Summer. I do not see where this bill helps in any direction. 

Mr. McKinnon. Do you stipulate to the fact that this bill does 
specify that the housing is to be directed into the impacted areas? 

Mr. Summer. Surely, but we said that before the bill was introduced. 

Mr. McKinnon. I do not care when you said it. The point is 
_— there are in the country today certain areas that do need housing 

adly. 

Mr. SumMER. Yes, sir. 

Mr. McKinnon. And you stipulate to the fact that the bill does 
provide that the effort of this bill will go into the areas where housing 
is needed? 
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Mr. Summer. I do not see where the bill does anything. Your 
President has the power to do that today, sir. President Truman 
or his authorized agents can today solve that problem without any 
additional legislation or any further spending of the taxpayers’ money 
‘ rg McKinnon. It is better to have two of a kind than none of a 

ind. 

Mr. Summer. I do not see why we have to spend more money. 

Mr. McKinnon. Let me ask you one other thing. What do you 
think of Mr. Gray’s recommendation, on page 5 of his testimony, 
where he advocates: 

We would suggest that a proviso be added to section 903 (b) which would 
require the mortgagor to certify the total actual cost of the property covered by 
the mortgage and to require each contractor and subcontractor to certify the 
amount of such total cost attributable to him and also to keep and make available 
for inspection detailed records on invoices, payrolls, books of account, and other 
data upon which such certification is based. 

Mr. Summer. I will answer you by saying that the record speaks 
for itself. Every precaution has been taken in the bills in the years 
gone by, and the effect as the result of Government housing has not 
been what the Congress intended in very many cases. I say, look 
at the record, and you will answer that question. 

Congress, with the utmost sincerity, prepares a bill and tries to 
close every loophole, but somehow or other the result is not what 
Congress thought it would be. Therefore, there is no need to give 
to an agency which has not proved its capacity to build a complete 
unit in a year to do this whole complete job when the country is 
faced with an emergency. I think it would be a crime. 

Mr. McKinnon. I do not think you understood the section I was 
reading. 

Mr. Deane. Would you yield at that point? 

Do I understand from your statement that you are in favor of 
reviving section 608? 

Mr. Summer. Not necessarily. You can revive section 608, amend 
it, or call it title LX, or whatever you wish. That does not require 
a bill of this type. 

Mr. Deane. Do you think that section 608 will really and honestly 
go into these seriously impacted areas and do the job? 

Mr. Summer. If your regulations or the law so states. I have been 
arguing with some of the FHA people for some time, stating that | 
think that priority should be given to the low-rent housing as against 
the high-rent housing, everything else being equal. 

Mr. Deane. I think most of the members of this committee—— 

Mr. Summer. That can be handled through administration. 

Mr. Deane. I think most of the members of this committee will 
agree that section 608 has been seriously abused. 

Mr. Summer. I agree with you, sir. It has also proved that it can 
do the job, and I have the evidence. 

Mr. Deane. What, in your opinion, is the over-all average rent 
under section 608 throughout the country? 

Mr. Summer. I cannot answer that question, but I can tell you, 
having financed more 608’s than anyone in the State of New Jersey — 
and New Jersey is built probably on more 608’s, or as many, as any 
State in the Union, with possibly excepting New York and 
California 
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Mr. Deane. How many of your applications have been caught in 
this shortage of funds? 

Mr. Summer. Oh, there were hundreds of applications that cannot 
be reached. 

Mr. Deane. I mean in your area. 

Mr. Summer. I would say it still runs about seventy-some odd. 
My contention is this: We are all trying to solve something. I say 
that it has not been solved and it can be solved. With regard to 608, 
on Hudson County Boulevard, in the heart of Hudson County, a 
high-cost area, they have built fireproof buildings with elevators at 
rents averaging under $60 for 2%, under $70 for 3%, and approxi- 
mately $80 for 4%. In the metropolitan areas we have rents which 
are close to $55 for 2%, $65 for 34, and $78 for 4% rooms, with all 
services included, in the highest-cost building area in the United 
States, except the island of Manhattan. It has been done. It can 
be done. 

Mr. Deane. To that rent is added facilities? 

Mr. Summer. That includes heat and janitor service. 

Mr. Deane. It includes the lights and water? 

Mr. Summer. It includes water. It includes hot water. It in- 
cludes heat. It includes janitor service. It does not include elec- 
tricity and gas consumed by the occupant within his own unit, but it 
includes the public lights. It includes heat and hot water and all 
water and janitor service. 

Mr. Duane. What is the tax value of these 608’s under assess- 
ment? 

Mr. Summer. It depends on the municipality. 

Mr. Deane. In relation to the total cost. 

Mr. Summer. It depends entirely on the municipality. ‘There is a 
great diversity in assessed valuations. One municipality will assess a 
property at its true cost. The next municipality may assess it at 60 
percent of its cost. 

Mr. Deane. Do you have any idea of an average? 

Mr. Summer. It does not mean anything. 

Mr. Deane. In other words, what I am driving at——— 

Mr. Summer. They juggle the rates. They use the assessed valu- 
ation to juggle the rates. 

Mr. Deane. You spoke about the tax structure and the burden of 
taxes, and putting all these projects on the books. They should be on 
there at the correct assessed value. Do you not think so? 

Mr. Summer. I think that is a matter of local determination. I do 
not want to get into that situation. We have, unfortunately, a great 
difference in assessed valuations to determine what the taxes are. In 
order to determine the taxes on a property you have to know the rate 
of taxes plus the assessed valuation, and if you multiply them you find 
out how much the taxes are. In two adjoining municipalities there 
can be as much as a 50-percent difference in taxes on identical struc- 
tures, according to the manner in which that municipality is con- 
ducted. 

Mr. Deane. Mr. Buchanan spoke about Norfolk, and Mr. Me- 
Kinnon spoke about San Diego. Did you read the testimony of the 
mayor of the city of Wilmington, N. C., on the urgency of housing 
in that area? 

Mr. Summer. I did not read it. Mr. Snyder read it. 
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Mr. Deane. He pointed out that the State of North Carolina had 
issued bonds to the extent of $5,000,000 for a port authority, and that 
the city itself had underwritten approximately $2,000,00 or $3,000,000 
I believe, in sewer installations, and that they had reached the limit 
of their ability to do anything so far as housing is concerned and that 
there was a critical need there. He said that the only way they saw 
any hope for necessary housing was through this particular legisla- 
tion, and the Wilmington mayor urged prompt action on this bill. 

Mr. Summer. You are trying to put me in the position of stating 
that there is no need for housing anywhere in the United States. 
That was not my testimony. I do not feel that there is no need for 
housing anywhere in the United States. I know there is a definite 
need. However, I state that that need can be met without this bill, 
and that we have existing at the present time legislation that will 
provide all that is needed to accomplish and overcome those situations. 

I do not believe that there is no need. I do not want to be put in 
the position of implying that I made such a statement. 

Mr. Deane. The Government has been so frequently criticized for 
not moving ahead. What I am concerned about is the fact that we 
will be caught short in these seriously impacted areas without complete 
facilities to move forward on the defense program and housing is an 
essential element of this program. 

Mr. Summer. I think you will find that if they relaxed certain 
existing regulations and utilize certain other rights that the Govern- 
ment now has that the situation can be met on all those conditions. 

Our contention is not that these things should not be solved. We 
do not contend that there is no problem and that there will not be a 
problem. We merely state that this law does not help to solve 
that problem beyond the legislation which is already in existence. 
If you will refer to the references here you will find those laws are 
today on your books. 

Mr. Deane. That is all, Mr. Chairman. 

Mr. Bucnanan. Of course, I shall not press this question of iso- 
lated areas. If we have time here later on I would like to have you 
explain this principle of equity insurance a little further. 

Mr. Summer. Yes, sir. 

Mr. Bucnanan. But I have some other questions which I would 
like to ask you first. 

On page 15 of your statement, you speak about this fund for prefabs. 

Mr. Summer. Yes, sir. 

Mr. Bucuanan. This fund, of course, is to be used entirely to main- 
tain capacity for the prefabricated industry as a whole, rather than 
trying to expand under the present program. I do not think you 
want to leave the impression that it is an expansion, on that small 
sum of money; do you? 

Mr. Summer. No; but we say there is no necessity. 

Mr. Bucuanan. Do you not think it is necessary to maintain the 
present existing capacity? 

Mr. Summer. The President already has that authority. I will 
again quote the authority, if you wish. 

Mr. Bucuanan. You have it here. 

Mr. Summer. He already has that authority, and we contend it is 
unnecessary. 

Mr. Bucuanan. But he does not have the funds. 
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Mr. Summer. This does not provide the funds, either. Under this 
bill you still have to go before the Appropriations Committee. 

Mr. BucuanaNn. This is an authorization. 

Mr. Summer. He has the authorization now. The same method of 

etting funds under this can be accomplished under the existing 
ie islation. 

Mr. Bucuanan. But not for this specific purpose. 

Mr. Summer. Yes, sir. We contend it is. 

Mr. Bucuanan. That is more for expansion, rather than main- 
tenance. 

Mr. Summer. The President has the authority today to either 
maintain or expand. 

Mr. Bucnanan. Under title IX, on page 16, in the first part of 
the page, title IX merely gives additional help to private builders 
on a voluntary basis, does it not? 

Mr. Summer. You are talking about title [X? 

Mr. Bucnanan. Yes; the new title [X. 

Mr. Summer. That is right. 

Mr. Bucuanan. Of course, you would not be opposed to that. 

Mr. Summer. We do not think you need this law to accomplish it. 
We think that help can be accomplished without this law. We are 
in favor of essential housing in defense areas being permitted. We 
think that definitely should be part of the national program, but we 
do not think we need this bill to accomplish it. 

Mr. BucuaNnan. The mortgage bankers of America testified here 
that they do not want higher-risk defense mortgages charged against 
established FHA mortgage insurance funds. Somewhere here on 
page 16 I am led to believe that your organization urges that these 
higher-risk defense mortgages be charged against title II funds. Do 
I read your statement correctly there on page 16? 

Mr. Summer. We recommend 

Mr. Bucuanan. Where else should you charge them? 

Mr. Summer. That any higher-risk insurance be handled by the 
FHA, which is setting up reserves to meet those conditions. The 
FHA has a surplus, you know, in its insurance funds. 

Mr. Bucuanan. Yes; but by going into isolated areas and into the 
defense areas it would add to the risk of these defense mortgages, of 
course. That, in turn, may do something here. Certainly that 
section is needed, is it not? 

Mr. Summer. That can be handled through an amendment to 
title II of the National Housing Act. 

. BucHanan. Do you propose such an amendment? 
. SumMER. Yes. 

. Bucuanan. In your statement? 

. SuMMER. Yes. 

. BucnHanan. Where is that, on page 16? 

. Summer. I think so. 

. Bucuanan. “With several slight amendments’’? 
. SuMMER. Yes. 

. BucnHanan. You just generally brush it off that way? 
. Summer, That is right. 

. Bucnanan. Without any specific amendment? 

Mr. Summer. That is right. On anything specific we would be 
very glad to sit down with the proper authorities, but we did not 
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want to spell it out in minute detail and be presumptuous enough to 
say that we are writing the laws for you, unless we are invited to help. 

Mr. Bucwanan. With reference to the question of inflation, on 
page 17 here, do you oppose any additional FHA mortgage insurance 
authorizations? 

Mr. Summer. No; I do not oppose it, but I think they should be 
definitely provided to fit into the defense effort; namely, that the 
additional FHA insurance should be in defense areas and in the 
type of housing most needed. 

I strongly concur that emphasis should be put on rental housing, 
particularly in the lower-rent brackets, which has been proved can be 
done by that in certain areas, and also the one-family and the two- 
and three-family housing. The one-family housing is not the rental 
housing, but the emphasis should be on renting, and the emphasis 
should be on the moderate price renting house. It can be and has 
been done under FHA. 

Mr. BucuaNnan. You will admit that the old section 608 under title 
VI is certainly more liberal than the present section 207, and much 
more liberal than the present proposed section. 

Mr. Summer. The present section 207, you mean, do you not? 

Mr. Bucuanan. Yes, 207. Section 608 as against section 207. 

Mr. Summer. It was more liberal. Frankly, I have personally 
fought a one-man battle with the FHA, trying to get them to give 
priority to the lower rental units. I had no authority at that time. I 
was not president of the association, but as an individual I have fought 
for a year and a half for that principle, which the FHA had the power 
to do. 

I think the FHA has it in its power to solve most of our housing 
problems. I have contended that, and for awhile they did it, and 
then they reversed themselves. I have contended that the lower 
cost rental units in a given defense area should have priority over 
anything at a higher rental. 

Mr. Bucuanan. Of course, that contradicts your theory that this 
legislation is inflationary, because you are adovcating something that 
is more inflationary. 

Mr. Summer. No, only as needed, sir. We all have agreed that 
there is an emergency and that we have to meet that emergency. I 
am not advocating any housing that is not needed. 

That is why we recommend a survey, to determine where the 
housing is needed. If the plants are all operating on three shifts a 
day, we know that that town is not going to need more housing. If, 
on the other hand, we find that certain communities have large plants 
which are operating on one shift and which may add shifts, we know 
that more housing will be needed. ‘Those are cases where the survey 
will reveal the information. We will then be able to know the need 
and we will be able to meet that need. 

We still insist that the need can be met with the existing legislation 
with slight amendments. I think amendments are essential, . but 
there is no justification for adding to the taxpayers’ load through 
this bill. 

Mr. Bucuanan. Are there any further questions? Mr. Widnall? 

Mr. Wipnatu. No questions. 





_—- & & JO 


_— —- 


Se ee OO 


a 


DEFENSE HOUSING AND COMMUNITY FACILITIES 359 


Mr. Bucwanan. The committee will stand adjourned until 2 
o’clock, at which time we have other witnesses. 

Mr. Summer. Thank you very much. I appreciate very much 
your time. 


SuPPLEMENT TO STATEMENT OF ALEXANDER SUMMER ON BEHALF OF THE NATIONAL 
AssociATION OF Reat Estate Boarps Brerore THE House BANKING AND 
CuRRENCY COMMITTEE ON H. R. 1272 


We have checked with the FHA and have conferred with Mr. Walter Green. 
He has advised that there was between $630,000,000 and $640,000,000 of FHA 608 
applications in FHA’s hands when the authorizations were depleted last March. 
This figure, divided by $8,100, the permissible insured mortgage for each unit, 
approximates 78,000 units. 

We are not advocating that all of this authorization would be necessary but 
there should be sufficient insurance authorization to take care of rental housing 
units in defense areas, with special instructions that the low-rent units would be 
given priority over those in higher rent brackets. If action is taken speedily on 
this suggestion, we believe construction of tens of thousands of rental units will 
result in defense areas, or areas which may be designated as defense areas. 

We make this recommendation upon the premis that while industries generally 
are working on a one-shift 40-hour week, it is reasonable to assume that in highly 
concentrated defense areas two or three shifts may be added at a later date. 
Housing should be available for immediate occupancy rather than wait until 
such additional manpower demands are made and then not have housing available. 


SUPPLEMENTARY STATEMENT OF ALEXANDER SUMMER, PRESIDENT OF THE Na- 
TIONAL ASSOCIATION OF REAL Estate Boarps, As REQUESTED BY THE Com- 
MITTEE RE Derense Hovusinc Provipep BY PrIvATE CAPITAL IN REMOTE 
AREAS 


It is desirable that the proven efficiency and economy of private home produc- 
tion be used in all defense housing that will be needed in the national emergency, 
including housing in remote or isolated areas. 

To accomplish this it is proposed that FHA be authorized to insure 100-percent 
mortgages for such housing, similar to the 100-percent mortgages guaranteed under 
the VA home loan plan. This would permit the experienced builder, who is now 
tooled up and ready to go, to produce the needed housing in areas where use of 
the housing may be temporary or of questionable permanency. This is proposed 
as &@ more economical and more desirable program than a return to the Lanham 
Act type of defense housing. 

Another provision would be required to bring mortgages into a program of 
private production of housing in such remote areas. It is generally uneconomic 
for lending institutions to service insured mortgages that involve prepayments 
within less than 10 years. In order to overcome this bar to their participation 
in the program, it is further proposed that the 100-percent insured mortgage pro- 
gram be coupled with a prepayment premium plan with premium based on the 
outstanding amount of the mortgage. The prepayment premium should be based 
on a sliding scale, providing for a premium of 2}¢ percent if prepayment occurs 
within 4 years from the date of the mortgage loan; 2 percent if prepayment 
is 4 to 6 years from date of the mortgage loan; 1% percent if prepayment 
is between 6 and 10 years from date of the mortgage loan; and 1 percent for pre- 
payment premiam if prepayment occurs after the first 10 years of the loan. 

This plan is proposed as a means of getting needed housing in remote areas 
at the least possible cost to the Government. During World War IT scores of 
installations, regarded as highly temporary, were built and have never been 
deactivated. The Government housing built for their personnel could have been 
produced under the plan proposed here at a fraction of the cost to the Govern- 
ment that has been paid for the Government housing. The present status of 
national defense planning makes it impossible to foresee how long housing may 
be needed for steady occupancy at installations that will carry the ‘‘temporary’’ 
label, 

Under the plan of 100 percent guaranteed mortgages and prepayment premiums 
the Government’s contingent liability will decrease with the passage of each 
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monthly period in the amortization of the insured mortgage. After the first 30 
days, the Government’s contingent liability will be less than 100 percent of the 
cost of the housing, and it will continue to decline. If the defense installations 
prove to require long-term use of the housing, as was the case in most of our 
World War II defense installations, then the housing need represent no cost at 
all to the Government. 

On the other hand, if defense housing in remote areas is produced through 
Government building, 100 percent of the cost will have to be laid out immediately 
by the taxpayers no matter what the future experience of the housing is. : 

Consequently, there will be obvious economies in following the plan here 
suggested. ; 

In addition, the public will be saved the tremendous expense of setting up and 
maintaining a large Government bureau to build and operate this class of defense 
housing. This, in itself, would be a major item. In the past year and a half 
the bureau handling civilian Government housing has spent $15,000,000 in admin- 
istrative expenses in a program that has not completed, as far as we have been 
able to determine, a single house under the Housing Act of 1949. It is, therefore, 
in the public interest to avoid the creation of an unnecessary housing bureau, 
which can be done if private builders are permitted to do the job. ; 


(Thereupon, at 12:37 p. m., Friday, February 2, 1951, a recess 
was taken until 2 p. m. of the same day.) 


AFTERNOON SESSION 


The committee reconvened at 2 p. m. 

Members present: Messrs. Spence, Brown, Buchanan, McKinnon, 
Wolcott, Talle, Kilburn, Nicholson, McDonough. 

The CuHartrMan. The committee will be in order. 

The clerk will call the next witness. 

The Cuerk. The next witness will be Mr. Leo Goodman, secretary, 
CIO national housing committee. 


STATEMENT OF LEO GOODMAN, SECRETARY, CIO NATIONAL 
HOUSING COMMITTEE 


The CuarrMaAn. Mr. Goodman, we are glad to have you back with 
us again. 

Mr. Goopman. Thank you, Mr. Chairman. 

The CIO appreciates the opportunity to appear before this com- 
mittee to discuss the pending housing bill. The position of the CIO 
has been stated before this committee a number of times in the past in 
previous appearances in connection with housing legislation which has 
been before you from time to time. Housing is a major interest to the 
members of the CIO because shelter costs represent the largest single 
expenditure made by its members, a large number of whom continue 
unable to secure adequate shelter for their families at rates they can 
afford to pay, or any shelter adequate to meet their housing needs in 
the proximity of their place of employment. 

These pressures result in a continuous interest and concern in the 
housing field, most recently expressed at our constitutional convention 
held in Chicago November 23, when the following resolution was 
adopted: 


Reso.ution No. 53 Hovustne anp Rent Controt, Apoprep By tHE CIO 
CONVENTION THURSDAY, NOVEMBER 23, 1950, at Cuicaco, ILL. 


Resolution No. 53. Housing and Rent Control 

Millions of families are still suffering from the housing shortage which* was 
intensified as a result of the military requirements of World War II. To meet 
this need the Congress has enacted the beginnings of a housing program in the 
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Housing Act of 1949 and in the Housing Act of 1950. For the most part these 
ab. have remained merely legislative enactments. Little housing has 
resulted. 

Meantime, the building industry expanded its production to the rate of 2,000,000 
homes a year. To finance this large volume of sales at the present highly inflated 
prices the industry had persuaded the Congress, through the real estate lobby, to 
have the Federal Government assume the risk in mortgage financing. Such pro- 
grams as the Federal National Mortgage Association, the no-down-payment GI 
home loan program, the multifamily unit FHA program, and the Housing and 
Home Finance Agency’s so-called economy house program, caused an exorbitant 
drain on the credit of the Federal Government and that same time brought about 
a deterioration in the quality standards of housing construction in this country. 

While these builders developed this pipeline into the Federal Treasury, they 
carried on an intensive campaign to prevent implementation of the public housing 
provisions of the Housing Act of 1949. They infiltrated into all the agencies 
of Government and public bodies concerned with housing and by foul means and 
fair fought the public housing program in local communities. 

Failure of officials in charge of the Public Housing Administration to fight back 
contributed to the failure of their program and the profiteering of private builders. 

Both groups joined in opposing labor’s proposals for a middle-income housing 
program when it was before the last Congress. Neither the industry nor the 
Government has taken adequate steps to reduce the cost of housing so that 
workers can afford to buy adequate shelter for their families in an environment 
that would protect and promote the well-being of their children. 

In the face of the Nation’s critical shortage, the real estate lobby succeeded in 
intimidating the Congress into weakening rent control and approving a local 
option system which made it possible for local governing bodies to decontrol rents. 
Many of these local bodies are notoriously under the control and domination of 
the so-called big-interests in their community. Thus tenants have had no 
protection in hundreds of communities and decontrol has swept wholesale though- 
out many sections of the country. 

Since Korea, the partial economic mobilization that has been started has set 
off a new spiral of inflation in housing costs, prices, and rents. The banker- 
minded action of the Federal Reserve Board in curtailing credit under regulation 
X, and the exemption of old housing from price control under the Defense Produc- 
tion Act presented the real-estate industry with new opportunities for profiteering. 

Already, the housing shortage in areas of defense production is making the 
recruitment of manpower more difficult. This drag upon the whole program of 
economic mobilization, rearmament and increased aid to our allies constitutes 
a serious threat that daily grows worse: Now, therefore, be it 

Resolved: 1. The CIO urges President Truman to call a conference to thor- 
oughly review housing legislation and administration of the present housing pro- 
gram, such a conference to include representatives of labor, veterans, farm, church, 
welfare, and other organizations concerned with the interest of the millions of 
families who need good housing at rents and prices they can afford to pay. 

2. That such a conference review the availability of manpower and materials 
in the coming year for essential home building purposes. After the facts are 
available, this conference should set a housing production goal for 1951. 

3. That priority be given in the following order to: (a) military housing (5) 
new Civilian housing to those who need the housing most. 

4. That a complete review of the present Government insured mortgage pro- 
gram be undertaken, looking toward minimizing the effect on the Federal budget 
of the insured mortgage program. 

5. That the Congress be urged to enact a middle-income housing bill such as 
S. 2246, as reported by Senator Sparkman’s subcommittee of the Senate Banking 
and Currency Committee, with provision for low-interest, long-term loans to 
cooperative and other nonprofit groups. 

6. That the Congress pass an adequate rent control bill, continuing rent control 
after December 31, and coordinating administration of rent control with the 
Housing and Home Finance Agency, so that rent control will be administered as 
an integral part of the Housing Agency’s effort to solve the housing shortage. 

7. That the Government and the afore-mentioned conference consider the 
proposals of the CIO national housing committee for the establishment of an 
industrialized housing industry. 


Mr. Goopman. Our organization has called for a broad program to 


meet the total housing need of the American people. We have 
repeatedly urged this committee to enact a program which would 
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meet that total need. We realize there are no simple solutions. We 
also believe that no area of the problem should be neglected to the 
benefit of one income group as against another or for the fulfillment of 
one area of need as against another. 

This year, however, we have come to the conclusion that the serious 
weakening of our Armed Forces as a result of the failure to meet the 
housing.needs of the military services justifies a top priority for this 
group and as a result under section 3 of the resolve of our convention 
resolution you will note the top priority given to military housing. 

We feel equally strongly that in a period of curtailment of controls 
the remaining housing should go to those civilians ‘‘who need housing 
the most.’ 

I am interested here to note, and I believe it was one of the witnesses 
who preceded me, who said leave this problem to private enterprise. 

I believe quite strongly that an analysis of the development of the 
military housing situation will prove that we cannot leave the problem 
exclusively to private enterprise. 


THE MILITARY HOUSING NEED 


Probably the greatest area of failure in the housing field since the 
termination of hostilities in \Vorld War II lies in this area of military 
housing. \Vhen the Senate committee heard witnesses of the Depart- 
ment of Defense on the pending measure General Myers said: 

The Air Force * * * has lost much of its potential combat effectiveness 


during the interim period from the end of the last war to the present time because 
of the loss of personnel due to the lack of family housing * se 


He further stated: 


We have made strenuous efforts in the last 244 years to obtain family housing 
by any and all means, including the so-called Wherry Act, title VIII of the 
National (Defense) Housing Act. We have prosecuted that as vigorously as we 
know how. 

In view of the urgent necessity for military housing and the above 
statement which casts such serious implications on the inability to 
secure more adequate housing in military areas, I shall review just 
briefly the history of the effort to meet the housing need on military 
establishments. 

Early in the postwar period the military services sought to meet 
housing need of military establishments first by direct appropriation, 
later through the use of Government insured mortgage program with- 
out substantial success in either case. Following unification the 
military services combined in presenting an integrated program of 
military construction including the urgently needed housing for mem- 
bers of the Armed Forces. (See Report of Secretary of Defense, 1949, 
p. 18.) 

The Secretary of Defense in discussing the problem, said: 

The military forces of the United States are composed of individuals who value, 
and are entitled to, the right and ability to live normal family lives. Circumstances 
peculiar to the type of organization in which they serve have tended to make diffi- 
cult the attainment of this objective. With the relatively small amount of family 
housing existing at installations of the military departments, by far the major 
hurdle has been to secure reasonably adequate housing, either Government owned 
and assigned to public quarters, or at a rental which the individual family can 
afford to pay. 
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Rather than be separated from their families because of lack of Government 
quarters and scarcity of adequate rental housing at their places of assignment, 
many of the service personnel have accepted disgraceful living conditions in 
shacks, trailer camps, and overcrowded buildings, many at extortionate rents. It 
cannot be accepted that competent individuals will long endure such conditions. 
There is nothing more vital or pressing in the interest of morale and the security 
of America than proper housing of our Armed Forces. 

In view of the tremendous expansion of the post World War II 
Military Services over the prewar size it was not possible to secure 
appropriations for Government-owned and assigned public quarters. 
Appropriation acts carried items providing funds for housing. Though 
substantial in dollars they were meager in the units which could be 
secured therefrom. As a result the services attempted to secure 
private housing under a rental program financed by the insured mort- 
gage program. Congress had enacted a defense housing program under 
Public Law 24, Seventy-seventh Congress, known as title VI. This 
program, though frequently amended and extended, failed to provide 
a means of securing housing for the military services. 

This is not the first time in the pending measure we are using that 
title. As I have said, Congress enacted a defense housing program 
under Public Law 24, Seventy-seventh Congress, known as title VI. 
Mr. Summer, who preceded me, stated that title I of the pending 
measure, which would provide a title 1X of the National Housing Act, 
was like section 608. It is very similar to the section that I am 
contrasting it with in this part of my testimony. 

The FHA refused to approve mortgage insurance for housing at or 
near military establishments, not only because of questions as to 
economy soundness but also because of a “single industry”’ criteria 


which applied even at bases whose permanency had been certified by 


the Military Establishment. The FHA resisted efforts to use the 
insured mortgage program for military housing through the vital pe- 
riod of 1947-48 until the Defense Establishment consulted with the 
National Association of Real Estate Boards and the National Associa- 
tion of Home Builders, who recommended amendment to the National 
Housing Act to provide for title VIII, military housing insurance 
granting 100-percent guaranty. This was later amended to a 95-per- 
cent guaranty. 

Mr. BucHanan. May I interrupt to ask a question right there? 
What is the reason for the failure of the Wherry Act to date, Mr. 
Goodman? 

Mr. Goopman. I am not sure that I can qualify to answer that, 
Mr. Buchanan, but in a conference on 608 over on the Senate side, 
Senator Long said: 

Let us take the Wherry proposition. Iam interested in the $6,000,000 project 
at Barksdale Field in Louisiana. From what I understand, I have heard that 
the melon had been cut before the Wherry bill was even passed. 

Mr. BucHanan. What field was that? 

Mr. Goopman. He was talking about his own interest in Barksdale 
Field, La. 

Mr. Nicuoxson. Is that the bill that we passed —— 

Mr. Bucuanan. That is the 100-percent guarantee bill. 

Mr. Nicnotson. To build homes? 

Mr. BucHaNnan. On military establishments. 

Mr. Nicuotson. And nothing has been done about it? 


78408—5 1——_24 
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Mr. Bucnanan. The Wherry Act? Yes. 

Mr. McDonoveu. We cannot say nothing has been done. 

Rov Goopman. I have some figures later in my testimony about 
that. 

Mr. McDonoveu. As a matter of act, the first project under the 
Wherry bill was in California, at Victorville, and there were a large 
number of units built, and some are still under construction. I would 
like to ask Mr. Goodman a question, Mr. Chairman. 

The CuarrMan. I suggest that we permit Mr. Goodman to finish 
his statement. I think we will make better time that way than by 
interrogating him now. 

Mr. McDonoveu. Who said that the melon was cut? 

Mr. Goopman. That appears in committee print conference on 608, 
Report of the Senate Banking and Currency Committee, Eighty-first 
Congress, second session, on page 14. And the quotations I read were 
made by Senator Long. 

Mr. McDonoveu. You mean that he said that the melon had been 
cut? 

Mr. GoopMan. He said, “From what I understand, I heard the 
melon had been cut before the Wherry bill was passed.”’ 

Mr. McDonoveu. What do you construe from that? 

Mr. Goopman. That the Wherry Bill did not serve to secure the 
housing needed on military establishments, because apparently there 
was a prearrangement among the builders as to who would get what 
jobs. 

Mr. Donoveu. I doubt that very much, because, after all, they 
were all on competitive bid and there was a lot of scrambling for the 
job in California, so far as I know, and on several other projects, 
besides the Victorville project. 

Mr. GoopMan. I was not giving my own opinion, sir. 

Mr. McDonovau. I see. 

The CHarRMAN. You may proceed with your statement. 

Mr. Goopman. On introducing the bill Senator Wherry, chief 
sponsor in the Senate, estimated that the Army, Navy, and Air Force 
are short over 300,000 housing units and that his bill, if enacted into 
law, ‘‘would produce 100,000 units within a year’s time.”’ 

The bill was enacted and approved into law on August 8, 1949. 
On April 13, 1950, the Senate report on an amendment to this act 
stated that as of February 1, 1950, only eight projects had been 
insured. The delay surrounding the production of housing resulted 
in the appointment of a Defense Housing Commission by the Secre- 
tary of Defense with instructions to report and advise the Secretary 
of Defense on ‘“‘the promptest and most efficacious means to correct 
this situation.’”’ General Myers reported that as of November 30, 
1950, 1,727 dwelling units were completed for the Air Force; 13,755 
were under construction—that is, applications made although not 
necessarily under construction—for the Air Force; 16,799 are in the 
works for the Navy. 

The Army had 15,791 units under way. With General Myers 
reporting on a serious cut in potential combat effectiveness due to 
the failure to solve this problem these figures are a sad commentary 
on the inability to meet the essential housing need of our military 
forces which in a 2-year period in World War II according to the 
Chief of Staff of the United States Army provided housing for 
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4,919,617 men, in addition to 222,154,000 square feet of storage 
space. This failure not only represented the loss in potential com- 
bat effectiveness but was a serious example of false economy. 

Mr. McDonoveu. Those were barracks, however; they were not 
individual houses. 

Mr. Goopman. I do not contrast the type. I will agree that some 
were barracks. There was some permanent housing. 

Mr. McDonoveu. But you have not separated them. I do not 
think it is fair to say that in World War II, the United States Army 
provided housing for 5,000,000 men and, in addition, 222,000,000 
square feet of storage space. The point you are making is that under 
the Wherry bill, they were slow in activating the bill, due to a delay 
on the part of the Secretary of Defense in appointing a Defense 
Housing Commissioner, which is a reflection on the present adminis- 
tration, in not carrying out the whole of it. Although you do report 
that 15,791 units were under way. You cannot compare that with the 
4,919,000 units that were provided for in World War II, because 
they were not all individual houses. There was no provision for 
men and their families in every instance; is not that true? 

Mr. Goopman. Congressman, you have asked me a very compli- 
cated and very long question. 

Mr. McDonoveu. No. The question is this: 4,919,000 men were 
housed in World War II. 

Mr. Goopman. That is right. 

Mr. McDonoven. They were not housed with their families in 
permanent houses or permanent establishments. 

Mr. Goopman. Some of them were, not all. The major portion 
was not. 

Mr. McDonoveu. That is what I mean; that is the point. 

The CuarrMAN. You may proceed with your statement. I suggest 
that we permit the witness to finish before we interrogate him. 

Mr. Goopman. Secretary of the Air Force reported to this committee 
that where the military establishments provided a decent opportunity 
for housing for the personnel, reenlistment rate for experts in handling 
of jet engines was as high as 75 percent. At those bases where a 
serious housing shortage existed the reenlistment rate was as low as 
7 percent. It cost the Government over $20,000 to train these techni- 
cal experts, but the failure to lick the housing problem resulted in the 
loss of their services. This loss not only represented reduced combat 
effectiveness but also represented a substantial waste of Federal funds. 

Similar experiences were had by the other services. I call your 
attention to the Washington Post of February 6, 1950, page B-1, 
which gives the details regrading the situation at Quantico. 

I understand from today’s newspapers that Mr. Zuckert, Assistant 
Secretary of the Air Force, is currently conducting an investigation of 
the situation at Lackland Air Force Base in Texas as to the effects of 
serious housing deficiencies at that base. 

This bill which is pending here before you today, H. R. 1272, 
fundamentally attempts to solve the total national defense housing 
problem by using the same methods which had been advocated by 
the proponents of title VIII to the National Housing Act. This part 
of my testimony relates particularly to title 1 of R. H. 1272. Since 
ithe Wherry Act has produced only a trickle of housing at military 
establishments we believe the current bill, administered in the same 
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manner, will produce only a trickle of defense housing in this period 
of military production. 

We are gratified that Congress is considering action on this problem 
of defense housing. We are especially giad that Congress will now 
consider the possibility of progaming housing to the area of need 
rather than relying upon the futile hopes that proponents of credit 
control techniques have held out to us. 

In the past the CIO has advocated the expansion of the home con- 
struction industry to a size sufficient to fill current shortages and 
eliminate the backlog of unfilled need. We must produce enough 
dwellings to house the annual increase in population and those who 
doubled up in the last period of emergency. We must also meet head- 
on the ideological battle of our times. I am sure that no one anxious 
to defeat the threat of Communist ideology wants to do this at the 
cost of accepting for the American people the condition of life behind 
the iron curtain. We cannot, we must not abandon the program 
enacted by the Congress to give hope of “‘a decent home and a suitable 
living environment “for every American family.” That is a quotation 
from the introduction of Public Law 171 which this committee helped 
to enact. If these words are not to become just a mumbo jumbo 
which we mutter to ourselves but which the facts belie, we must con- 
tinue the program which will bring housing to those who need housing 
the most. 


CREDIT CONTROLS 


Organized labor agrees that there must be control of credit in an 
emergency period such as the present. Where housing is concerned 
the limitations on credit are theoretically being applied as a substitute 
for the regulation of construction that must be dispensed with in 
this war period. As close observers of the housing and construction 
industry we have been forced to the conclusion that the regulations 
relating to credit for housing were promulgated primarily not as a 
need of an economy facing all-out mobilization but rather in deference 
to those in the industry who felt that the luxury market had been 
satiated to such an extent that a drop in the total volume of con- 
struction was desired in order to hold up the current level of price. 
The home-puilding industry stated that “the credit controls imposed 
on us are reasonable, but they will reduce housing starts drastically 
for the balance of this year.” In contrast, the UAW-CIO character- 
ized this action of the Federal Reserve Board as ‘“‘a stab in the back 
and the knife is in the backs of America’s low-income families.” 

William Green of the American Federation of Labor pointed out 
that the Federal Reserve Board’s own figures show that 68 percent of 
all families with incomes from $1,000 to $3,000 and 53 percent of all 
families from the $3,000 to $5,000 income group have liquid assets of 
less than $500. These are the families who are by the terms of this 
order being required to make down payments of as much as $3,000 in 
order to be able to purchase a house under the Federal Reserve Board 
program. Yet the home-building industry had sufficient advance 
knowledge of the regulation about to issue so that the day before it 
issued builders in the metropolitan Washington area filed requests for 
appraisals on units estimated by the president of the Home Builders 
Association of Metropolitan Washington that “would permit con- 
struction of as many houses in the near future as in all of the year 





DEFENSE HOUSING AND COMMUNITY FACILITIES 367 


1949.”’ The home builder asserted, ‘““This will nullify the intent and 
effect of the new credit curbs in Greater Washington.”’ Industry 
circles estimate that similar activities throughout the country pro- 
duced between 360,000 and 400,000 advance commitments for units 
outside regulation X, effective October 12, 1950. 

This manipulation of finance has already hampered construction of 
homes in defense areas where they are needed. Repeatedly adminis- 
trators of this regulation have announced that they would apply the 
terms of the regulation in a flexible manner to permit the construction 
on a national basis of a minimum of 850,000 units in the present year 
and to assist meeting the housing need in defense areas. To date 
they have failed to relax the controls for any area. 

The Government experts have been proven wrong as to their pre- 
dictions of total volume of anticipated construction. Mr. Foley and 
his experts, in conjunction with the Federal Reserve Board are pre- 
dicting 850,000 housing units to be built as a result of the issuance of 
regulation X. Some members of Congress say that the Federal 
Reserve Board wants housing starts reduced to 500,000 for 1951. 

On December 16, 1949, a joint statement of the United States 
Department of Labor’s Bureau of Labor Statistics, the Office of 
Domestic Commerce of the United States Department of Commerce, 
predicted ‘‘a decline of about 100,000 dwelling unit starts in 1950 due 
to the saturation of the higher priced markets.’”’ In 1949, as this 
prediction was made, a little over 1,000,000 units had been started. 
Most reliable estimates to date for 1950 are 1,400,000. Instead of a 
100,000 drop the actual production showed a 400,000 increase. The 
joint estimate of Labor and Commerce Departments was off by 
500,000. 

Even more serious, the Federal Reserve Board and the HHFA have 
failed to relax regulation X in any significant respect. Instead, like 
a case of leprosy it is consuming one segment of the building industry 
after another. First they applied credit controls to the Government 
insured mortgage program. ‘Then to conventional mortgages. Then 
to the multirental units. Now they are.talking of applying it to 
commercial construction. 

Those who sneaked in under the wire on October 12, are completely 
exempted. But a worker employed in building the crucial hydrogen 
bomb plant at Aiken, S. C., or the Atomic Energy plant at Paducah, 
Ky., or the new and the long overdue steel mills at Morrisville, Pa., 
and near Camden, N. J., or at any of a hundred other areas in which 
facilities are being expanded to aid the defense effort cannot, and will 
not apparently be permitted, to take steps to secure a home of his 
own. The substitution of title I of H. R. 1272 for the whole system 
of home ownership made possible under previous enactments of this 
Congress proves lack of foresight of those administering regulation X. 
Is it possible they would prefer to create a crisis situation in. the 
Savannah River area so that this Congress might be more easily 
persuaded to reenact the old title VI which became almost a scandal 
and was abandoned last April? Title VI was abandoned by virtually 
unanimous consent. The industry quite clearly felt the whole pro- 
gram of insured mortgages was being jeopardized by title 6. 

I was interested in hearing Mr. Summer. this morning in reply to 
questions by Congressman Deane admit that there was a serious 
abuse under the title VI program. 
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A most comprehensive analysis of how 608 functioned to drain the 
National Treasury while inflating building costs and minimizing con- 
struction standards was described in the Architectural Forum for 
January 1950 in a report entitled ‘Apartment Boom Floated on 
Public Risk and Private Profit.” There is one important aspect of 
its operations which is not reported in that excellent article. Again 
and again FHA units were shown to be renting for substantially more 
than the maximum set forth in the commitments granted for these 
projects. 

Architectural Forum says: 

This miraculous piece of legislation (608) makes it possible for almost anybody 
of moderate acumen to become an apartment owner without spending a cent of 
his own money. 

These owners by dispensation of 608 then can raise the rents to 
whatever level they want to. 

If too many vacancies appear and mortgage payments cannot be made the 
United States Government may become the owner of up to 2.4 billion dollars 
worth of apartment buildings but nobody else involved in the deal will lose a cent. 

Those who must rent are forced to pay exorbitant rents to owners 
who have not made any investment; the United States Treasury is 
shouldering the risk. If the tenant protests to FHA as hundreds did 
in the District of Columbia, that the rents are above the rates ap- 
proved in the commitments, the FHA quite coolly approves the 
higher rate that the owner has been charging. 

hat is what they have done repeatedly in the District of Columbia, 
Mr. Summers’ statement that the FHA controls the rents to the 
contrary notwithstanding. 


LACK OF PROGRAM WILL NOT PRODUCE DESIRED RESULT 


One approach to the housing crisis which all experience proves 
must be avoided is a complete lack of program. We are beginning to 
see evidence of a deliberate inclination to have no program in regard 
to housing. Meanwhile chaotic conditions in a number of new defense 
pepenogen areas around he country are rapidly developing. During 

Vorld War II the Atomic Energy Commission was granted and did 
use the power to build completely controlled Government towns. 
This was absolutely essential in the light of the unique character of 
these installations. However, excellent housing has been provided 
in most of these towns at a reasonable cost. Morale has been good 
in these communities despite rigid security regulations because normal 
family life was possible. In some of these towns community spirit 
developed with the people assuming most of the responsibility for 
civic management. 

But because of what appears to be trifling criticism about these 
towns, the Atomic Energy Commission has now taken the completely 
unreasonable position that it will no longer concern itself with the 
housing problems of.the workers beyond the plant gate. As aresult, 
immediately following the procurement of the Savannah River site 
there began and continues until today, a wild speculation in land 
values which like the Florida land boom can produce only disaster for 
everyone concerned. Rumor has it that the scramble for options has 
increased values in some areas from an average of $300 an acre to 
$2,500 an acre. If this inflated land value is permitted to affect the 
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structure of costs which the workers on this project will have to 
absorb as part of their rents, and so forth, all aspects of community 
life will be thrown out of kilter. The only beneficiary will be the 
speculators, the one group completely unaffected by the so-called 
price freeze announced a few days ago. 

This inflation in land prices will result inevitably in boosting the 
bill which will finally be met by Uncle Sam unless power of con- 
demnation can be used not only for housing to be constructed there 
but also for essential community needs. The baker, the barber shop, 
and the local bank will be unable to serve the community economically 
if their initial costs are boosted all out of proportion by the gouging 
of land sharks. 

This problem is one which occurs not only in remote or isolated 
areas but it occurs also on the outskirts of virtually every large city 
in the country. Every city in this country will inevitably be drawn 
into the defense production program. Title III of this bill authorizes 
the purchase of land to meet the needs of communities which must 
expand for national needs. 

his problem is not unrelated to the dispersal proposals which are 
being discussed today in other committees primarily as it relates to 
the District of Columbia. For some years the CIO national housing 
committee has been urging the adoption of plans looking toward the 
establishment of new towns outside concentrated industrial centers. 
We have said before and we say here again that it will become neces- 
sary to construct new centers in which essential activities can be car- 
ried on with safety and efficiency. In 1941 we urged the construction 
of Defense City, a model town on the outskirts of the defense housing 
een Our proposals were not merely ignored but rejected. The 
ord Motor Co. chose the Willow Run bomber plant site and, like the 
Atomic Energy Commission, announced there would be no housing 
located near the plant. 

This site was some 35 miles from downtown Detroit, requiring the 
expenditure of millions of dollars for a ribbon superhighway which 
took ~ ear materials as well as the cost involved during the war 
period. 

Two years later, when the bomber plant found itself unable to 
recruit and to retain the manpower needed to produce the planes, 
Edsel Ford came to Washington to appeal to the Truman Investigating 
Committee for aid in solving the manpower shortage at the bomber 
plant. By this time housing materials were scarce. Ultimately 
when Willow Run village was finally thrown together it consisted of 
ramshackle construction which now only a few years later, is an eye- 
sore on the landscape. Unless these shacks are replaced soon by more 
permanent structure the whole area will be a tragic slum despite 
terrific efforts of the residents to keep their homes in good repair. 

Fortune magazine, in a study of absenteeism (March 1943) reported: . 

Bad housing, with as many as six men sharing a small room in a flat, a shack, 
a trailer; or with perhaps three of them rotating their sleep on a ‘hot’ bed con- 
tributes to absenteeism by more than mutual exposure to contagion and nervous 
irritability. Often workers skip a morning to search for better living quarters 
nearer their jobs * * * 

You have already had testimony that aircraft workers are sleeping 
in their automobiles. These workers cannot be expected to continue 
long as a permanent part of the labor force of those aircraft plants, 
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principally in the State of California, unless better facilities are im- 
mediately made available at reasonable costs. I am sure the com- 
mittee is familiar with some of the reports analyzing the limiting 
factors of aircraft production in World War II. Again and again 
these reports show manpower problems based on the housing shortage 
threatening the success of the war production program. 

The situation today is, if anything, even more critical. A housing 
study of the problem made within the last 2 months in Detroit. 
Mich., produced the following comments. I want to point out to 
members of the committee that every one of these comments came 
from the man in charge of personnel in the biggest production plants 
in the Detroit area, which is known as our arsenal of democracy. 


Mr. E. A. Cheetham, employment supervisor, Fisher Body Co., said that the 
inadequacy of housing for the company’s employees was demonstrated by the 
fact that of 1,400 workers hired from outside the State since April 1, 1950, at 
least 200 had resigned and returned home because of their inability to secure 
accommodations for their families. The remainder were said to be living in 
rooming houses or with friends or relatives. 

Mr. A. M. Jeffer, chief of personnel, Great Lakes Steel Corp., reported an 
average of three resignations a week because of inabiiity of the employees to find 
family housing. 

Officials of the civilian personnel section, Detroit Tank Arsenal, reported that 
no rental units of any type were available in the vicinity of the piant. Mrs. 
Steckler, chief of the personnel welfare section, said that several recent ads for 
rentals had brought offerings of two furnished rooms, indicating a situation which 
was alarming in view of the fact that the arsenal was beginning a program to 
recruit 4,000 new workers. : 

Mr. Ernest Retzel, assistant personnel director, Rotary Electric Steel Co., 
expressed concern about the housing problem for employees in the immediate 
future when the company expects to increase its personnel substantially. 

Mr. Osear Ferree, director of personnel, Dodge truck division of the Chrysler 
Corp., anticipated an increasingly difficult problem in employee housing, with an 
abnormal labor turnover if adequate accommodations were not available. 

Mr. Harold Mahoney, director of personnel, Chrysler motor car division of the 
Chrysler Corp., said that while present labor turn-over was normal, the average 
of five resignations a week was attributed to difficulties of the employees in finding 
housing. He expressed concern as to the availability of units for new employees, 
most of whom were coming from considerable distances from Detroit. 

Mr. P. F. Straight, branch manager, Wyandotte office of the Michigan State 
Unemployment Compensation Commission, pointed out that workers arriving in 
the area must find shelter in the semirural communities, and that this would 
become increasingly difficult in the near future. As illustrations of accelerated 
employment programs he cited those under way at the MeLouth Steel Co. in 
Trenton and the Great Lakes Engineering Works at River Rouge, which will 
require a total of 3,500 new employees. 

Mr. H. D. Newberry, chief of the real estate department, Ford Motor Co., 
said that there were no rental units available at less than $100 per month in the 
area convenient to the plant, and that average Ford employees could not pay such 
rents. 

These comments can be duplicated in every major production center 
in the country. Yet we go into this defense production period with a 
crippling and cruel housing shortage in virtually every city in the 
country. Thousands of homes are being demolished in every major 
city to make way for civic improvements. In Detroit alone 5,000 
homes were removed to make way for the thruway program. When- 
ever and wherever one of these demolitions occurs we have the same 
heartrending spectacle of families wandering the streets with literally 
no place to go. 

In previous sessions of Congress when the proponents of housing 
have come before you with data demonstrating that private industry 
has not met the shelter needs that plague nearly every town and city 
in this country there has been a tendency to look askance at our 
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figures. We now wish to call your attention to the 1950 Census of 
Housing which is just being released in sections. In a random sample 
of cities, many of which are already major centers of defense produc- 
tion, the portion of homes which are dilapidated range from one-third 
to one-half of the total number of units in the area. These figures 
were not collected by theoreticians but by people who know how to 
add and observe physical facts. 

To give you an example of some of the reports, the Census Bureau 
in the reports currently released report that the following percentage 
of the housing units surveyed in those cities are in a dilapidated state: 
Detroit, Mieh., 42.5; Cleveland, Ohio, 38.1; Los Angeles, Calif., 
38.2; Benton Harbor, Mich., 39.2; Phoenix, Ariz., 42.3. 

I will skip reading the whole list but would like to put this rambling 
sample of cities studied in the recent census of 1950 into the record 
to show that in the major production centers throughout the United 
States that are going into this period of production a large portion of 
our housing assets are in a dilapidated condition. 

(The matter above referred to is as follows:) 


Percent of dilapidated housing by cities, census of housing, 1950 


Detroit, Mich 
Cleveland, Ohio 
Los Angeles, Calif 
Columbia, S. C 
Norfolk, Va 
Benton ‘Harbor, Mich 
Phoenix, Ariz 
Atlanta, Ga 
Aliquippa, Pa 
Huntington, W. Va___.____- 
Savannah, Ga____.______. 
Wilmington, Del 

Mr. Goopman. An absolutely startling fact that is revealed by the 
1950 housing census reports it has been generally assumed and taken 
for granted that 20 percent of income is the customary amount paid 
out for rent. The census now shows that a really sizable portion of our 
population is now paying 35 percent or more of income for rents. We 
quote herewith a long list of large population centers and the propor- 
tion of those populations which pay 3£ percent or a greater amount 
of their income for rentals. These figures were collected prior to the 
decontrols whick have taken place under the local-option provision in 
the current rent law: Norfolk, Va., 15.6 percent; Wilmington, Del., 
16.8 percent; Camden, N. J., 15.2 percent; Dallas, Tex., 16.1 percent— 
in other words, in Dallas, 'Tex., for example, one renter out of six has 
to pay 35 percent or more of his total income just for rent. Every 
sociologist through the years has reported that when a worker has to 
pay more than 20 percent of his income for shelter and rent he has to 
take that money from other essentials when he must deny himself. 

Percent Percent 
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These amazing figures will cause a drastic revision of all current 
estimates on what it costs an average family to live. Wages will 
necessarily have to be revised to meet these shocking but incontrovert- 
ible costs. The situation is so crucial that our organization feels that 
not a single day of a single construction worker who could be producing 
housing shall go wasted because of the failure to provide an opportu- 
nity for employment of his skills to meet this critical need. The 
Congress should determine that the best possible use of materials and 
of the available manpower should be so channeled as to produce as 
many homes as is possible in the places and at the prices where the 
need of the national defense shall dictate. If the materials do not 
flow to the areas of greatest need an allocation program must correct 
the situation. We must produce at least 200,000 units of housing for 
military establishments and 100,000 units of public housing for daw. 
income groups who cannot afford an economic rent at their present 
frozen wages and as many additional homes for those now doubled up 
or living in places distant from their work as the materials and man- 
power make possible. 

If this country could show the world that we are really producing 
sufficient essential civilian housing, we would have a real weapon in 
the psychological war to create a revolt among the down-trodden 
masses behind the iron curtain. In other words, we would have a 
weapon that Joe Stalin would not be able to beat. As long as sub- 
stitute materials are available every effort should be made to keep 
the total volume of housing construction above family growth so that 
we will not again begin to fall behind in the effort to wipe out the 
——e of the housing shortage created during the depression and the 
ast war. 

I would like to note at this point that the figures on dilapidated 
housing show a worse situation than when President Roosevelt said 
that one-third of the Nation is ill-housed. In most cities the per- 
centage of communities now in dilapidated housing runs to 40 as 
against the situation 10 years ago when only one-third of the Nation 
was reported as ill-housed. 

A correct and careful use of manpower plus skillful planning should 
make it possible for this balance to be kept despite the increasing 
needs of the rearmament program. 

For years now we have failed to use modern technology and modern 
production techniques to cut the number of man-hours required in 
production per house. We will not fail to use these methods in turning 
out airplanes, atomic weapons, tanks or new missiles of all sorts. 
There is absolutely no reason except prejudice or a distorted notion of 
vested interests which has caused the industrialized housing program 
to fail. The CIO housing committee has proposed on several occasions 
feasible programs for prefabricated or industrialized housing. Lip 
service was paid to this program at all levels. Only yesterday another 
victim bit the dust. One by one all producers of industrialized housing 
have been forced out of the market. The excuse has been made that 
the program failed because one manufacturer paid fees to a United 
States Senator; certainly this was improper and stupid. But far more 
blameworthy was the deliberate refusal of all Government agencies 
having to do with housing to see to it that such of these enterprises as 
demonstrated ability to produce were not given the backing needed to 
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overcome the admitted and flagrant sabotage of the conventional 
building industry and the shocking blindness of the mortgage bankers. 

When the Congress was considering H. R. 7846, the amendments 
to the Wherry Act, the Senate report stated: 

In this connection your committee considered including provisions to require 
that some minimum fixed percentage of all housing under title VIII should be of 
this (industrialized housing) type. Your committee did not include such a pro- 
vision in reliance upon a proper exercise of administrative discretion and assurance 
from officials of the Department of National Defense that full use would be made 
of prefabricated or factory manufactured houses or housing components wherever 
feasible. 

When he testified on the pending measure in the other body, 
General Myers, speaking for the three services, stated that they had 
not yet secured one factory-built house under the Wherry bill program. 

I call the committee’s attention to the letter that Maj. Gen. L. C. 
Shepard, Jr., commandant of the Marine Corps schools, regarding 
factory-built homes at Quantico, Va., which appears on pages 205 to 
206, Congressional Record for January 12, 1951, in which he says: 

We had on two previous occasions solicited bids in the open market for con- 
ventional houses. However, our remote location here in the country and the 
large amount of on-the-site work forced the prices up to levels above those which 
we were allowed to pay. Since it was apparent that work at the site must be 
reduced to a minimum we placed our housing project on the market a third time 
and solicited bids for prefabricated houses. 


Some 60 units were built on that post. 

There will be many such situations arising elsewhere but particu- 
larly in such places as Alaska, Guam, Okinawa, the Philippines, as 
mr as in places like Quantico where reduction of manpower on the 
site will be vitally necessary for the success of a program. Situations 
like those currently under investigation in Lackland, Tex., prove that 
need for housing of a temporary nature can best be achieved through 
the development of mobile types with, of course, the installation of 
sanitary facilities, and so forth. Housing of construction workers for 
the production of remote plants such as the hydrogen-bomb plant at 
the feveinal River site in South Carolina can only be achieved by 
some type of safe and sanitary movable units. 

These programs cost tremendous amounts of money. But failure 
to undertake them will cost even greater sums. 


CONCLUSION 


Finally let me make certain observations here regarding the finan- 
cial aspects of this program which I do not believe any pen witness 
has offered. 

As a preliminary to my presentation here, I made a study of budget 
expenditures for housing and community development and was 
amazed to find—and I am sure many members of the committee will 
be amazed to see—that the summary of the Federal budget for the 
fiscal year 1951 shows that of the total expenditures of $1,329,000,000 
for all types of programs, $990,000,000 went to the Fanny Mae pro- 
gram. The overwhelming portion of this tremendous outlay of 
Federal funds in the housing field has been a subsidy to the mortgage 
banking industry; yet every portion of that industry dares to come 
before this committee and talk about the waste of Federal funds in the 
Government housing program. They seek personal advantage out of 
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Treasury funds for themselves, yet oppose any other phase of the 
program that will benefit the American people. 

We believe that a program envisaged by the bill pending before this 
committee can be undertaken without the expenditure of a single cent 
from the Federal Treasury, if the Fanny Mae secondary market pro- 
gram is terminated, if many of the mortgages in the portfolio that now 
exist were sold and the funds so received were used as a revolving fund 
under which the provisions of this program could be financed. There 
is no need for any of this enormous spending of Federal funds in this 
period having any validity, if the Government would sell the war 
housing that was constructed during World War II. Many of the 
present occupants have made repeated efforts to purchase that housing 
but have been unable to do so because of the efforts of the real-estate 
industry to secure fees in that purchase process. 

The Government could proceed to meet the area of the housing 
need from funds available or from funds created by the sale of existing 
war housing and the sale of existing mortgages in the Fanny Mae 
portfolio and produce housing built by anybody to help complete our 
defense production program in time to give this country the protec- 
tion and the security which it needs. 

I thank you for this opportunity to appear before you. 

The CuHatrMAN. Are there any questions? If not, you may stand 
aside. 

Call the next witness. 

The CLerxk. The next witness is Mr. William H. Johnson, executive 
director, Trailercoach Dealers National Association. 


STATEMENT OF WILLIAM H. JOHNSON, EXECUTIVE DIRECTOR, 
TRAILERCOACH DEALERS NATIONAL ASSOCIATION, ACCOM- 
PANIED BY A. LEE PAINTER, AND ROBERT BUETTNER 


Mr. Jounson. Mr. Chairman and members of the committee, 
My name is William H. Johnson. I am executive director of the 
Trailercoach Dealers National Association. I have with me Mr. 
A. Lee Painter, a trailercoach dealer, and trailer park operator in the 
District of Columbia; also Mr. Robert Buettner, a dealer of Allenport, 
Pa. These gentlemen will be available to answer any questions you 
might have to ask. 

The Trailercoach Dealers National Association appreciates the 
opportunity to appear before your committee and present its views on 
the pending legislation. We appreciate that the purpose of H. R. 1272 
is to create stand-by authority so that housing can be provided in 
connection with the defense effort, in the most effective manner possi- 
ble at the times and places where it is required. 

The Trailereoach Dealers National Association, as other segments 
of our industry, appreciates the magnitude of the problems to arise in 
the coming defense housing situation, and we stand ready to harness 
our facilities to most effectively and efficiently assist throughout the 
emergency period ahead. We are in agreement with the objectives of 
this legislation. During our testimony, we will however, indicate an 
amendment that we believe will strengthen the legislation. 

As has been brought out in previous hearings before this committee, 
we have in many areas of the country, defense plants being constructed 
or expanded to step up production of the material required in the 
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defense program. During the last war, there were many instances 
where production facilities were completed, yet due to the failure of 
housing construction to keep abreast of plant construction, such 
facilities were greatly delayed in arriving at a high productive level. 
We, of our industry, with facilities for rapid production of completely 
modern, fully equipped and furnished mobile housing units feel that 
we do have an answer to meet more effectively this timing problem, 
in providing these modern living facilities, as needed and where needed 
in conjunction with defense plants and other defense activities where 
temporary housing is deemed desirable. 

As the result of testimony by previous witnesses, appearing before 
this committee, who pointed out the many versatile applications of 
the trailer coach, as a very practical expedient to providing temporary, 
low cost, modern living, we shall not elaborate with superfluous testi- 
mony, except to reiterate that when you consider that approximately 
90 percent of our present production is sold to construction worker 
and military personnel, we can readily assume that mobile housing 
has been accepted by them as meeting their housing needs; providing 
them with modern accommodations, and at the same time providing 
them with the satisfaction and pride of home ownership, a few years 
ago deprived them, due to the frequent moves made necessary by 
their occupation. 

In reference to H. R. 1272 trailer coaches are presently referred to 
in one portion of this bill under title II, section 202 (b). In this 
section the bill provides: 

Where it is necessary to provide housing under this title in locations where 
there appears to be no need for such housing beyond the period during which 
it is needed for housing purposes engaged in national defense activities, con- 
sideration should be given to providing, where feasible and practicable, housing 
which is of a mobile or portable character and which is otherwise constructed so 
as to be available for reuse at other locations. 

This section contemplates Government acquisition of mobile housing 
units where practical. With this, we have no argument; however, 
we feel that the authority should be broadened so that proper pro- 
visions may be made for an insured purchase plan that will enable 
military personnel and defense workers to contract for their own mobile 
homes under low down payment, which will assuredly relieve a portion 
of the taxpayers’ burden, by making unnecessary for them to be housed 
in Government provided shelters, and at the same time add to their 
morale through the psychological satisfaction of home ownership. 

At the same time we recognize that in certain areas, because of the 
immigrant labor situation, it would be more feasible to provide rental 
projects of mobile housing with complete community facilities. Ac- 
cordingly, our proposed amendment contains a provision for FHA 
insurance of such projects comparable to the section 908 insurance 
under the proposed title IX. At the same time, provision is made 
for the occupant of a trailer in such a project to purchase his unit 
should he so desire. 

The committee of course realizes, that proper and complete utiliza- 
tion of mobile housing is dependent upon adequate site development 
of water, electric, and sanitary facilities. In our industry these in- 
stallations are known as trailer parks, which provide the necessary 
parking lots, utility and sanitary connection. Throughout the coun- 
try, we currently have some 5,000 good trailer parks, well developed 
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and providing facilities for some 350,000 mobile housing units. Most 
of those parks are now operating at capacity. 

The financing device provided in our proposed amendment would 
afford the needed incentive for private enterprise to not only develop 
new trailer parks in defense areas but to improve and expand existing 
trailer park facilities. 

We feel this can be accomplished most efficiently and rapidly by 
private enterprise, and those of the trailer-coach industry who have the 
experience and know-how in park construction and management. 
The experienced park owner or builder, taking into consideration that 
materials will be available in the normal workday, might well be 
expected to complete a 50-unit installation in 30 days, 100 units in 60 
days, a 200-unit in possibly 90 days. This as you can see, is very 
definitely a desirable factor in endeavoring to establish temporary 
housing to keep pace with defense installation construction. 

Construction of modern parking facilities could be accomplished at 
approximately $500 per space, and rentals of these spaces, which would 
include water, lights, sewer connection and other utilities, would aver- 
age approximately $20 per month. Many utilities in the home alone 
would run 75 percent of this figure. The committee’s attention is also 
directed at the fact that these units arrive on site furnished complete 
and ready for occupancy. 

With the thought that such facilities might be readily provided 
whenever and wherever needed, we are introducing for your considera- 
tion a new title to the National Housing Act entitled ‘‘Mobile Housing 
Insurance.” This new title parallels the proposed title IX in that the 


FHA insurance system would be applied to the purchase of mobile 
housing units by defense workers and military personnel as well as the 


renting of a unit in a mobile housing rental project. 

The maximum price for trailer coaches under this new title would be 
$5,000 in the rental projects, which includes the cost of the lot assigned 
each unit, as well as all improvements. This may be compared with 
the maximum cost limitation under title II of $9,000 for an unfurnished 
two-bedroom unit. Then, too, it is important to bear in mind that 
when the need for temporary housing in a particular area is lessened, 
such title Il units may prove an almost complete loss to the Govern- 
ment. This is made most evident by witnessing Lanham so-called 
temporary projects in many of our communities, vacant, and little 
more than a blight on the community. However, a project of mobile 
housing units is by its very nature temporary, and many defense 
workers leaving the area will take these units with them and thereby 
avoiding repetition of many of the unfortunate experiences after the 
past war. 

We commend this proposed amendment to your earnest considera- 
tion. 

(The matter submitted for the record by Mr. Johnson is as follows: ) 


PROPOSED AMENDMENTS TO H, R. 1272 
1. Add a new title V as follows: 


TITLE V——-MOBILE TYPE HOUSING 


Sec. 501. The National Housing Act, as amended, is amended by the addition 
of the following title at the end thereof: 
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‘TITLE X—-DEFENSE MOBILE HOUSING INSURANCE 


“Sec. 1001. The Congress hereby finds that in areas or localities so dependent 
on national defense activities as to make it unlikely that the need for housing will 
be met through the assistance afforded by title IX of this Act, that private enter- 
prise, with special Government assistance being made available where feasible and 
necessary, may provide housing of mobile character to meet the needs of defense 
housing. 

“Sec. 1002. As used in this title— 

“‘(a) the term ‘mortgage’ means a mortgage (1) on real estate, in fee simple, or 
on a leasehold (A) under a lease for not less than ninety-nine years which is re- 
newable or (B) under a lease having a period of not less than fifty years to run 
from the date the mortgage was executed; or (2) a chattel mortgage or condi- 
tional sales contract on a trailer or other mobile housing unit. 

““(b) the terms ‘first mortgage’, ‘mortgagee,’ ‘mortgagor.’ ‘maturity date,’ and 
‘State,’ shall have the same meaning as in section 201 of this Act. 

“‘(e) the term ‘housing’ means a trailer or other mobile housing unit. 

“Src. 1003. There is hereby created a Defense Mobile Housing Insurance Fund 
which shall be used by the Commissioner as a revolving fund for carrying out the 
provisions of this title, and mortgages insured under this title shall be known and 
referred to as ‘defense mobile housing insurance mortgages.’ The Commissioner 
is hereby authorized and directed to transfer immediately to such fund the sum 
of $5,000,000 from the War Housing Insurance Fund established pursuant to the 

rovisions of section 602 of this Act. General expenses of operation of the 
‘ederal Housing Administration under this title may be charged to the Defense 
Mobile Housing Insurance Fund. 

“Sec. 1004. (a) This title is designed to supplement systems of mortgage 
insurance under other provisions of the National Housing Act in order to assist 
in providing trailers or other mobile housing in areas or localities in which the 
President shall find that a shortage of housing exists or impends which impedes 
or threatens to impede national defense activities, and in which localities there 
appears to be no need for such housing beyond the period during which it is needed 
for housing persons engaged in national defense activities. The Commissioner is 
authorized, upon application by the mortgagee, to insure under this section any 
mortgage which is eligible for insurance as hereinafter provided and upon such 
terms as the Commissioner may prescribe, to make commitments for the insuring 
of such mortgages prior to the date of their execution or disbursement thereon: 
Provided, That the property covered by the mortgage is in an area or locality in 
which the President shall find that a shortage of housing exists or impends which 
impedes or threatens to impede national defense activities, and that the need for 
additional housing in said area or locality is so dependent upon national defense 
activities as to make it unlikely that the need for such housing will be met through 
the assistance afforded by title IX of this Act, and that the total number of 
dwelling units in properties covered by mortgages insured under this title in any 
such area does not exceed the number authorized by the Housing and Home 
Finance Administrator from time to time as needed in such area for defense pur- 
poses and to be insured pursuant to this title: Provided further, That the aggregate 
amount of principal obligations of all mortgages insured under this title shall not 
exceed such sum as may be authorized by the President from time to time for 
the purposes of this title pursuant to his authority under section 217 hereof: 
Provided further, That the Commissioner shall have power to require properties 
covered by mortgages insured under this title to be held for rental for such periods 
of time and at such rentals or other charges as he may prescribe; and, with respect 
to such properties being held for rental, (a) to require that the property be held by 
a mortgagor approved by him, and (b) to prescribe such requirements as he deems 
to be reasonable governing the method of operation and prohibiting or restricting 
sales of such properties or interests therein or agreements relating to such sales: 
And provided further, That no mortgage shall be insured under this title unless the 
mortgagor certifies under oath that in selecting tenants for any property covered 
by the mortgage he will not discriminate against any family by reason of the fact 
that there are children in the family, and that he will not sell the property while 
the insurance is in effect unless the purchaser so certifies, such certification to be 
filed with the Commissioner. Violation of any such certification shall be a mis- 
demeanor punishable by a fine of not to exceed $500. 

“(b) To be eligible for insurance under this section a mortgage shall— 

(1) have been made to, and be held by, a mortgagee approved by the Com- 
missioner as responsible and able to service the mortgage or conditional sales 
contract properly; 
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(2) involve a principal obligation for an amount not to exceed 80 per centum 
of the price (including delivery charge) paid or agreed to be paid for the 
property by the mortgagor or conditional sales purchaser; 

(3) have a maturity satisfactory to the Commissioner but not to exceed 
six years from the date of the insurance of the mortgage or conditional sales 
contract; 

(4) contain complete amortization provisions satisfactory to the Commis- 
sioner; 

(5) bear interest (exclusive of premium charges for insurance) at not. to 
exceed 544 per centum per annum on the amount of the principal obligation 
outstanding at any time; 

(6) provide, in a manner satisfactory to the Commissioner, for the applica- 
tion of the mortgagor’s periodic payments (exclusive of the amount allocated 
to interest and to the premium charge that is required for mortgage insurance 
as herein provided) to amortization of the principal of the mortgage; and 

(7) contain such terms and provisions with respect to insurance, repairs, 
alterations, payment of taxes, default, delinqueacy charges, repossession, 
foreclosure proceedings, anticipation of maturity, and other matters as the 
Commissioner may in his discretion prescribe. 

“Spc. 1005. In any case in which the mortgagee under a mortgaze insured 
under section 1004 shall have foreclosed and taken possession of the mortgaged 
property, the provisions of section 904 shall be applicable except that references 
in said section to ‘National Defense Housing Insurance Fund’ shall be deemed 
for the purposes of this section to be a reference to the Mobile Housing Insurance 
Fund, and references in said section to ‘section 903’ shall be deemed for the 
purposes of this section to be reference to section 1004. 

“Sec. 1006 (a). In addition to mortgages insured under section 1004 of this 
title, the Commissioner is authorized to insure mortgages as defined in section 
1002 (a) of this title (including advances on such mortgages during construction 
and delivery of trailers and other mobile housing on site) which are eligible for 
insurance as hereinafter provided. 

““(b) To be eligible for insurance under this section a mortgage shall meet the 
following conditions: 

(1) The mortgaged property, including mortgages on the trailers or other 
mobile housing units shall be held by a mortgagor approved by the Com- 
missioner. The Commissioner may, in his discretion, require such mott- 
gagor to be regulated or restricted as to rents or sales, charges, capital 
structure, rate of return, and methods of operation. The Commissioner may 
make such contracts with, and acquire for not to exceed $100 stock or interest 
in any such mortgagor, as the Commissioner may deem necessary to render 
effective such restriction or regulation. Such stock or interest shall be paid 
for out of the Defense Mobile Housing Insurance Fund, and shall be redeemed 
by the mortgagor at par upon the termination of ali obligations of the Com- 
missioner under the insurance. 

(2) The mortgage shall involve a principal obligation in an amount— 

(A) Not to exceed $1,500,000; and 

(B) Not to exceed 90 per centum of the amount which the Commis- 
sioner estimates will be the value of the project when the trailers or 
other mobile housing units, including facilities, are ready for occupancy 
and use: Provided, That such mortgage shell not in any event exceed 
the amount which the Commissioner estimetes will be the cost of the 
completed physical improvements of the project, including the current 
market value of the trailers or other mobile housing units in said ares, or 
locality, exclusive of off-site public utilities and streets and organization 
and legal expenses. 

“(e) Not to exceed $5,000 per dwelling unit which shall include, but not to be 
limited to, the trailer or other mobile housing unit, and the land appurtenant 
thereto. 

“The mortgage shall provide for complete amortization by periodic payments 
within such terms as the Commissioner shall prescribe, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed 5 per centum per 
annum on the amount of the principal obligation outstanding at any time. The 
Commissioner may consent to the release of a part or parts of the mortgaged 
property from the lien of the mortgage upon such terms and conditions as he 
may prescribe and the mortgage may provide for such release; and shall contain 
such terms and provisions with respect to insurance, repairs, alterations, payment 
of taxes, default reserves, delinquency charges, foreclosure proceedings, anticipa- 
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tion of maturity, additional and secondary liens, and other matters as the Com- 
missioner may in his discretion prescribe. 

“(q) No tenant of any property covered by a mortgage insured under this 
title shall move or cause to be moved any trailer or other mobile housing unit 
from the trailer park or other area in which said unit is situated without first 
obtaining the consent of the Commissioner. Violation of this subsection shall 
be a misdemeanor punishable by a fine of not to exceed $1,000: Provided, however, 
that transportation of said unit in interstate or foreign commerce, shall con- 
stitute a violation of Title 18, Section 2312, U. S. Code. 

“(e) The mortgagee shall be entitled to receive debentures in connection with 
mortgages insured under this section in the amount and under the conditions 
specified in subsection (g) of section 207 of this Act, and the references in said 
subsection (¢) to the cash adjustment provided for in subsection (j) of section 207 
and to the certificate of claim provided for in subsection (h) of section 207 shall 
be deemed to refer respectively to the cash adjustment provided for in subsection 
(c) of section 904 of this Act and to the certificate of claim provided for in sub- 
section (d) of this section. 

“(f) The certificate of claim issued by the Commissioner to any mortgagee 
under this section shall be for an amount determined in accordance with, and 
shall contain provisions and shall be paid in accordance with, the provisions of 
section 207 (h) of this Act, except that the reference in section 207 (h) to ‘the 
Housing Insurance Fund’ shall be deemed for the purposes of this section to be a 
reference to the Defense Mobile Housing Insurance Fund. 

‘“‘(g) Debentures issued under this section shall be issued in accordance with the 
provisions of section 904 (c) and (d) of this Act except that such debentures shall 
be dated as of the date of default as determined in subsection (e) of this section, 
and shall bear interest from such date. 

“(h) The provisions of section 207 (k) and section 207 (1) of this Act shall be 
applicable to mortgages insured under this section and to property acquired by 
the Commissioner hereunder, except that as applied to such mortgages and prop- 
erty (1) all references in such sections 207 (k) and 207 (1) to the ‘Housing Fund’ 
shall be construed to refer to the Defense Mobile Housing Insurance Fund, and 
(2) the reference therein to ‘subsection (g)’ shall be construed to refer to sub- 
section (e) of this section. 

“Sec. 1007. Nothing in this title shall be construed to exempt any real property 
acquired and held by the Commissioner under this title from taxation by any 
State or political subdivision thereof, to the same extent, according to its value, 
as other real property is taxed: Provided, That housing insured under this title 
shall be exempt from the imposition of any manufacturer’s excise tax.’ 

2. To amend section 102 (page 23, line 25) by striking out the word ‘‘and’”’ 
and following ‘‘IX”’ to insert the words ‘‘and X’’, 

3. To amend section 105 (page 24, lines 9-12) to read as follows: 

“Sec. 301 (a) of said Act, as amended, is hereby amended by striking out of 
paragraph (1) the words ‘or section 8 of title I of’ and inserting in lieu thereof the 
words ‘section 8 of title I, title IX, or title X of’ and adding a proviso at the end 
of said paragraph as follows: ‘Provided however, That the restriction on purchases 
contained in subparagraph G shall not be applicable to mortgages insured under 
sections 1004 and 1006 of this Act’.’”’ 


The CHaArrRMAN. You advocate the insurance of mortgages on 
trailers? 

Mr. Jonnson. Our amendment does, in one portion, advocate the 
insurance of mortgages on trailers alone; yes. 

The CuarrMan. I am asking you not for argumentative purposes, 
but real estate is permanent and fixed, and where you require a 
mortgage accounting, we always know where the mortgaged property 
is. 


Now, what difficulties do you think there would be in having the 
FHA insure mortgages on mobile homes, such as trailers, which in 
most cases move about and are personal property? What difficulty 
do you think that would entail with reference to the FHA? 

B® Mr. Jonnson. Well, Mr. Chairman, in answering that, we naturally 
do not expect any difficulty, in view of our past experience in the 
78408—51——25 
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financing of trailer coaches. As you know, they are personal property. 
Our experience, and our companies’ experience, I should say, has been 
remarkable. 

Of course, in the selling of a trailer coach the title lien is recorded in 
the county in which it is sold. We would anticipate very little, if 
any, trouble. As a matter of fact, at present our dealers of trailer 
coaches do sign for a repurchase of this product in the event that it is 
in default so far as payment is concerned. 

Probably these dealers here might elaborate on that answer. 

Mr. Parnrer. Chairman Spence, I have been selling about 15 years, 
and I have lost only two, less than $1,000 loss over a 15-year period. 

The CuarrMAN. In many States I think there are laws which pre 
vent you from moving the mortgaged property, on account of its 
mortgage. What effect would that have on the trailer? It might 
confine him to the county where he was at the time the mortgage 
was executed. 

Mr. Buerrner. Mr. Chairman, we contemplate that in our amend- 
ment. They are registered in the county, and we hold them there. 
We make them sign a waiver to hold them in the county under the 
necessary regulation. It is quite easy to do. 

The CHarrMANn. The reason I mention that is because I thought 
that might be an objection to renting that character of property. 
That insurance is essentially different from the insurance on a mort- 
gage on real estate. 

If there are no further questions, you may stand aside, Mr. Johnson. 

Mr. Jounson. Thank you very much. 

The CuarrMaAn. That concludes our business for today. We will 
adjourn to meet Tuesday morning at 10:30. 

(Thereupon, at 3:32 p. m., Friday, February 2, 1951, an adjourn- 


ment was taken until 10:30 a. m., Tuesday, February 6, 1951.) 
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TUESDAY, FEBRUARY 6, 1951 


Hovsrt or REPRESENTATIVES, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., Hon. Brent Spence (chairman), 
presiding, to consider further H. R, 1272. 

Present: Messrs. Spence, Brown, Patman, Buchanan, Deane, 
Kluczynski, Wolcott, Gamble, Talle, Kilburn, Cole, Nicholson, 
McDonough, Widnall, and Betts. 

Tue Cuarrman. The committee will be in order on H. R. 1272. 

Mr. John J. Riley will be the first witness. 


STATEMENT OF HON. JOHN J. RILEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Rivey. Mr. Chairman, and gentlemen of the committee, my 
name is John Riley. I represent the Second District of South Caro- 
lina, in which the entire installation known as the Savannah River 
project is to be placed. 

I appreciate the opportunity of appearing before you gentlemen 
and giving you some of the local problems in connection with the 
establishment of this plant. 

I have brought a State highway map and hung it on the easel here 
for your inspection, and I have given each one of you an individual 
map showing the area to be used, drawn to scale as near as we have 
been able to establish the boundaries, so you can see just how much 
area is being taken into the project. 

This area is one of the oldest-settled areas in South Carolina, or in 
the Colonies when they were established. There are in this area some 
houses which are still standing which were built as far back as 1738. 

One of the oldest railroads in the world runs around the perimeter 
of this area, the railroad from Charleston to Branchville, which 
originally ran to a little place called Hamburg in what is now Aiken 
County, and at the time of its completion in 1835 was the longest 
railroad in the world. 

The idea seems to be somewhat prevalent that this is more or less 
of a wilderness and an abandoned area, but such is not the case. 
Lands in this area have been handed down from father to son, in some 
instances, for more than 200 years. Land has been in a single family 
that long. 

A mansion out from Ellenton, known as the Bush Place, has been 
the headquarters for the establishment of three regiments in the 
history of this country. The first regiment during the Revolutionary 
War; the second, the War of 1812; and third, the War Between the 
States. 

381 
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I mention these things to give you the background of the area into 
which this project is going. 

People in this area have lived happily and wholesomely without too 
much wealth, it is true, but having richness in the things that count, 
such as friendship and neighborliness, and the recreations provided by 
nature, the fine hunting and fishing territory to which many of our 
northern friends from time to time have come to avail themselves. 

Barnwell County was named for one of the Lords Proprietors to 
whom South Carolina was given by the King of England. Their 
behavior was such it later became a crown colony. Out of Barnwell 
County was created Aiken County, which was named for one of the 
Governors of South Carolina who was Governor during the Mexican 
War and during whose term, I believe, the railroad to which I referred 
was built. 

Not only has this been an outstanding agricultural section, and still 
is, producing cotton and peanuts and kindred crops, but it was one of 
the oldest industrial sections of our State. One hundred and five years 
ago the first textile mill in the South was built in what is known as the 
Horse Creek Valley at Graniteville. That mill has been in continuous 
operation from that time on and is still in operation today, having been 
thoroughly modernized to meet the changing conditions. 

In this valley were established what were probably the first com- 
pulsory school-attendance regulations in the United States, and prob- 
ably the first free textbooks were given school children by the manage- 
ment of this industrial development. I mention those things to show 
you that this section of the State is not a wilderness, but is an area of 
culture and industry. 

The city of Aiken has been a rendezvous for northern visitors for 
many years, dating back probably as far as 1880. Numerous winter 
colonies from the North have established themselves there. They 
have built beautiful residences and have large estates. Of course, 
the impact, or rather the result, of this installation will mean that no 
longer will they have the quietude and recreational facilities and the 
means of resting from their arduous labors which they formerly had 
in the quietude of the city of Aiken. 

Mr. Brown. How far is Aiken from Augusta? 

Mr. Ritey. About 20 miles. The area from Aiken to Augusta is 
one of the most thickly populated areas in the State of South Carolina. 
There are some eight or nine little towns there. It is almost a con- 
tinuous town from Aiken to Augusta. There are eight or nine textile 
mills in this area, including the one I described a minute ago. Those 
mills were first operated by water power and now, of course, are 
operated by electric power. 

So congested has this area become that the State highway depart- 
ment has found it necessary to build a four-lane highway back of 
these towns in order to remove the interstate traffic from this very 
congested area. 

Now, into this peaceful valley, on November 28, 1950, came the 
announcement that the Atomic Energy Commission would establish 
the Savannah River project. I tell you very frankly, had the Atomic 
Energy Commission dropped one of its atomic bombs in that section, 
it could not have created any more shock, consternation, and con- 
fusion. 
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Not since Sherman marched through Georgia and the Carolinas 
have our people faced the problem they face today. Not only in the 
removal of people from the area involved, but the problems which 
will be attendent upon the establishment of this project. We are 
told the reasons for taking this particular area—some of the reasons 
at least—are military conditions, including vulnerability to attack. 

In the issue of Life magazine of January 22, 1951, there is a map 
which shows the radius of attack from Russia. Should they come 
through Siberia and Alaska down into the United States, you will find 
that the bombing range takes in an area as far as the Oak Ridge 
development in Tennessee, but South Carolina, Georgia, Florida, and 
part of the Gulf States are left out of that area. . Should the planes of 
Russia come from Moscow and Murmansk across Iceland and Green- 
land, we would still be far without the range of the Russian bombers 
of the present-day manufacture. Those of you who have the January 
22 issue of Life magazine will be interested, I know, in seeing that. 

Other reasons for the location of the plant were its operating re- 
quirements, which security reasons forbid being disclosed ; and accessi- 
bility to population centers to avoid new Government communities; 
public health and safety consideration involving the location and 
adequacy of site; and water from the Savannah River, which I under- 
stand has most of the required elements for the purpose of the project 
being established. 

Now, I want to emphasize that our people didn’t ask for this 
installation. Selected by the United States Government through its 
Atomic Energy Commission and its agent, the du Pont Co., no one 
in this area knew this thing was going to be established. It was done 
without our knowledge or consent, and it is being accepted in the 
spirit of a contribution to the defense of this country. If it were 
not for that, I tell you, gentlemen, very frankly, I don’t think our 
people would agree to the installation. The people in this area are 
nearly all native-born Americans; probably all of them. They have a 
high sense of loyalty, a great faith in their country, and a reverent 
belief in their God; and on that basis and on that basis alone, they are 
accepting this installation. 

I consider these people are casualties of war. They are being 
driven from their homes without provision made for them. I want 
to ask this committee to consider definitely putting into this bill a 
provision that the displaced persons in this area shall have the right 
to build and purchase houses the same as defense workers. You will 
find you have a precedent for that in Public Law 171 passed by the 
Eighty-first Congress in connection with the housing bill in which it 
Says, among other things, that these houses built shall, first, go to 
families who are displaced by any low-rent housing project, or by any 

ublic slum-clearance, or redevelopment project initiated after 
anuary 1, 1947. 
The bill’ as drawn, I do not believe contains any provision to help 


these displaced people. 

In addition to that, the people who are selling their land—and this 
does not come within your jurisdiction, but is a matter of interest in 
passing—were forced to sell their lands and homes and stores subject 
to a capital-gains tax unless they invest in like property within a very 
short period of time. 
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This presents quite a problem to widows and old people who are 
not in a position to purchase farm lands and organize them for the 
purpose of farming and earning a livelihood. The land that they now 
farm, they have been farming, of course, for a long period of time. 
They are more or less self-operating, because everybody knows every- 
body else, and the customs and traditions play a large part in the 
operation of these places. 

Now, to give you some idea of what is going to be needed in that 
area, just outside of the Savannah River project is this Horse Creek 
Valley that I mentioned just a little bit ago, running from Aiken to 
Augusta. There are eight or nine large plants there, as I stated. 
There are some 5,600 people employed in that area. They require 
4,500 to 5,000 houses to house them. Thirty percent of those houses 
are owned by the industrial plants who employ them. About 30 to 
35 percent own their own homes, and the balance rent theirs. That 
would give you some idea, perhaps, as to what would happen to 
the 6,000 permanent employees who are proposed to be employed 
in this plant. 

At the peak of construction, I am told, there will be some thirty 
to thirty-five thousand workers on this plant, which is reported to me 
to be one of the largest installations ever attempted by the United 
States Government. 

This area that I am speaking of has been developing over a long 
period of years. You gentlemen know that a town, or a county, or a 
school district that develops normally and gradually can add another 
well for water, another sewer line for a new street, or a couple of rooms 
to a school, as they are needed, and can do so without too great a 
strain on the local economy. 

But when you have a displacement of a number of schools in an area, 
and it is necessary to provide for additional schools because of the 
incoming of workers from as far away as Kansas and Missouri and 
New York already, you can realize some of the problems that are 
attendant upon that. 

Aiken County loses one school district out of nine, altogether, 11 
school buildings; one-ninth of its school set-up. Barnwell County 
loses 7 school districts, and parts of 2 others, out of 33 districts. That 
is more than one-fourth of all the school facilities in Barnwell County; 
all together, 15 school buildings. 

All of the school buildings which are just out of the condemned area 
are loaded to capacity. They have been expanding gradually to take 
care of the normal development. They have already bonded them- 
selves to the constitutional limit, and three-fourths of the taxes col- 
lected by the counties in the two areas affected go to the maintenance 
of schools. 

I say with a great deal of pride that South Carolina spends in pro- 
portion to income far more on her schools than the majority of States 
in the United States. We have strained ourselves to the limit of our 
capacity in order to provide an education for our young men and 
women. 

Now, in the two counties affected by this installation, and all of the 
installation is in the counties of Aiken and Barnwell, the two counties 
lose 27 school buildings, 42 churches, 2,315 private homes and build- 
ings—and that does not include barns and outbuildings on farms, at 
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least as far as I have been able to learn, but living facilities; and there 
are actually some 7,100 people who are to be evacuated 

The county of Aiken will lose about one-eighth of its area, and the 
county of Barnwell about 40 percent of its area. In addition to the 
taxes—that is, in addition to the direct taxes collected upon property 
and goeds and things of that kind—we also lose gasoline taxes, beer 
and liquor taxes, cigarette taxes, and a proportion of the taxes which 
is allocated toward these various counties by the State. 

In Mr. Foley’s testimony before the committee, he stressed the 
fact that the Government did not wish to build another town such 
as it built at Oak Ridge, with all of its attendant problems, but rather 
wished to expand the community facilities in the area affected. 

I want to call attention to the fact that in the 30-to-35-mile area 
around the perimeter of this project there are a number of small towns 
with paved roads leading into them. If this incoming population 
could be absorbed into those small towns without increasing any one 
community too much, I believe it would be well, both from a defense 
standpoint and from an absorption standpoint. 

When so many new people come into the community, we will 
probably need to double our school facilities that are now existing in 
those communities—and that starts all the way from Augusta, and 
comes around the Savannah River on the other side. 

We need to increase our law enforcement. I am afraid that we are 
going to have to build some new jails. And certainly we are going 
to have to have some additional hospital facilities. 

So, I sincerely hope the defense area will be at least 35 miles wide 
around this perimeter, to give these towns an opportunity to expand 
and absorb the defense workers that are coming in, without con- 
centrating them in any one area. I think that is healthy from the 
standpoint of the workers, and I know that it is healthy from the 
standpoint of the communities. 

The industrial plants in Horse Creek Valley have commuters from 
as far away as 40 miles; so it will not be any new situation to have 
them come from as far away as 30 to 35 miles. 

Over in Augusta, Ga., we already have quite a concentration. They 
have tremendous problems over there today. Camp Gordon, with 
facilities to accommodate as many as 40,000 troops, I believe; the 
Oliver General Hospital, operated by the Government for its veterans; 
the hospital for nervous patients, veterans, operated by the Gov ern- 
ment; the Augusta Arsenal; and workers from the Clar ‘ks Hill hydro- 
electric development, are all concentrated in the Augusta area today. 
They are going to need additional facilities. It is estimated that 
probably 25 percent of this i increase will go to the Augusta side of the 
river, some 40 to 45 percent in Aiken County, and the rest through 
Barnwell and Allendale Counties. 

Over in Columbia we have Fort Jackson, which is one of the largest 
infantry military posts of the United States Army. That is some 60 
or 65 miles away. Down at Charleston is the United States Nav y 
Yard; and at Parris Island is a marine installation of many years’ 
standing. 

So, if you get beyond the area I have described, you begin to trans- 
gress upon the area from which these areas will of necessity recruit 
their workers. 
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I have drawn you a picture of local conditions and the problems 
which will have to be met. I have personally visited the area and 
talked with most of the leading people in it. I think, if this committee 
sees fit to grant insured mortgages on somewhat the same basis as the 
old title 6, there will be no difficulty in getting private enterprise to 
build all the homes which are necessary to take care of the situation 
in the area. 

The places where we will need help are public utilities and schools 
and hospitals. Aiken has just finished an addition to their hospital, 
There is a small hospital being built in Bamberg, 24 miles away, 
There are some very fine hospitals in Augusta. There is a very excel- 
lent hospital in Orangeburg, about 35 miles away. All of them are 
full of patients today. They have been able to provide only the 
facilities that were actually needed up to now, and have not been able 
to anticipate any expansion. 

In connection with the schools, I want to point out that in Public 
Law 874, which was discussed before this committee, Congress says 
assistance to the schools is given to schools in the State where the 
project is located. So, under the law, there would be no way in which 
to give help to the schools in Augusta, which are overcrowded now 
because of the developments in that neighborhood which I mentioned 
a little while ago. 

I want to stress the fact that this project will not be a temporary 
project. After the war emergency is over—and I pray that it will 
be soon, although presently it does not look that way—this develop- 
ment will continue on a peacetime basis to provide the facilities which 
are needed for our power projects and other things involving energy 
on a peacetime basis. 

The initial estimates of the construction of this project are $600- 
000,000. It may be that it will go higher than that. It is going to 
shake our social, economic, and religious life. Our people are meeting 
this just as they meet any other emergency that involves the welfare 
of the country. But I want to stress again that public utilities and 
schools and hospitals must have aid if they are to provide the facilities 
which will be needed. 

The actual individual houses, I am thoroughly convinced, will be 
taken care of under the insurance program such as you had heretofore. 

I appreciate the opportunity that you have given me, and should 
you care to ask any questions, I would be glad to answer them. 

The CHArrMAN. What is the entire population of the land pur- 
chased by the Government for this project, at the time it was 
purchased? 

Mr. Ritey. About 7,100, Mr. Chairman. 

The CHarrMAN. How many? 

Mr. Ritey. Seven thousand one hundred people, in the area. 

The Cuarrman. How much local labor would be available for the 
construction of the project? 

Mr. Ritey. Most of the people in the area who are able to work 
would be available, and from the surrounding territory there is con- 
siderable surplus labor. 

The Crarrman. There are good roads, I understand, into the 
project. That is, there are good roads now, hard surface roads? 

Mr. Riey. Yes, sir. We believe our roads are as good or better 
than any State in the Union, and they traverse that section in every 
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direction, as shown by the map which I have placed before the indi- 
vidual members. 

The CuHarrMAN. You say that it would take thirty to thirty-five 
thousand people to construct the installation; and after that, how 
many people would be required to operate? 

Mr. Rixeny. The estimate is 6,000, sir, for permanent operators. 

The CuHarrMan. There will have to be provision made, then, for 
probably twenty-odd thousand people who will probably not remain 
there after the installation is completed. 

Mr. Ritey. I am frank to say that I believe a great many of the 
people who come down on the construction job will remain and go 
into some type of business. 

The CuarrMan. Are there any industries that will probably follow 
the construction of this installation, to absorb the population there? 

Mr. Ritey. I don’t know of anything, sir, that would follow it, 
because I don’t know what other industries would be needed as auxil- 
iary to this installation. Some of the finest kaolin mines in the world 
are in Aiken County. They ship that kaolin all over the United 
States. 

Mr. Kitspurn. What is that? 

Mr. Riney. A very fine grade of clay used in the making of china 
and the development of rubber and other products. 

The CuatrMan. There will be an unused labor market there, I 
suppose, at the conclusion, that might be persuasive for the other 
industries to come there if they could benefit by it. 

Is the Savannah River navigable to this installation? 

Mr. Ritey. Theoretically; yes, sir. 

Mr. Parman. You mean, for freight rate purposes. 

Mr. Riney. It is navigable, I believe, above the city of Augusta. 

Mr. Brown. It is navigable from Savannah to within 16 miles 
below Augusta. 

Mr. Rivey. But it covered this entire area. Augusta is beyond 
this area and the Savannah River borders on the entire area selected. 

Mr. Patman. What I meant was, you get a better freight rate by 
reason of the river transportation? 

Mr. Ritey. That is right. 

Mr. Kitpurn. Referring now to the construction people, thirty or 
thirty-five thousand, that have to go in and construct it, do you ask 
that this committee or the Government do something about that as 
far as housing goes? I would think they would come in just like a 
lumber or army camp and when their construction is over, they would 
probably move on. I would not think we could build houses for them. 

Mr. Ritey. The du Pont people do not wish to build houses if 
they can help it. I talked to Mr. Andrews, who is the head of the 
housing facilities for the du Pont Co.; but they will probably have to 
build some barracks to take care of these temporary workers, because 
there are not sufficient living facilities in the area. 

It is estimated there will be some 15,000 trailers in there. There 
are already some 4,000 and those trailer camps are being established 
around. 

Mr. Kiispurn. But your concern is for the 6,000 that are going to 
stay there? 

Mr. Ritey. And as many more as decide to stay and go into other 
business and other services. The history of these developments, 
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Mr. Kilburn, has been that a great many of those who come to work 
on the plants stay and go into business, or go into some service or- 
ganization in the community. 

Mr. Kripurn. Have you drawn up an amendment that you want 
to put in this bill? 

Mr. Ritey. I am going to ask that an amendment be placed in to 
take care of the people who are moved out of the area. I think that 
is nothing but right, that they be taken care of, along with the defense 
workers. 

The CuatrrMan. Mr. Brown. 

Mr. Brown. Mr. Riley, I want to congratulate you on your excel- 
lent statement. Mr. Riley is a neighbor of mine. My district ex- 
tends down to this project, about 20 miles from Augusta and about 150 
miles upstream. Navigation has not been dependable at all seasons 
of the year. But with the development at Clark Hill, we will have a 
dependable 7-foot channel the year round, and I suppose that is one 
of the reasons the plant is located along the river. 

Now, Clark Hill is one of the largest hydroelectric dams east of the 
Mississippi River. The dam is about 40 miles from the site of the 
project: that is correct, is it not, Mr. Riley? 

Mr. Riney. Yes. 

Mr. Brown. It is my understanding that temporary buildings 
would be on the 250,000-acre tract. 

Mr. Ritey. That is my understanding. 

Mr. Brown. And, of course, also, that none of these temporary 
houses would be left; no houses would be built on this reservation after 
the plant is completed. Is that right? 

Mr. Rivey. That is correct. I understand that all dwelling facili-. 
ties are to be removed from the area and I have a right interesting 
article here, Mr. Brown, in connection with that, written by Mr. 
Howard W. Blakesley, one of the foremost newspaper correspondents 
of our time. He went over this area and he said he saw a number of 
houses which at his Long Island home would sell for as much as forty 
or fifty thousand dollars in this area. They are all going to have to be 
torn down and removed. 

Mr. Parman. Are you finished, Mr. Brown? 

Mr. Brown. Yes. 

Mr. Parman. I think that it is a great tribute to the patriotism 
of the people in that area to accept these hardships without rigorous 
protest under the circumstances. I certainly think something should 
be worked out in the direction you have suggested. I know that the 
members of this committee have listened attentively to everything 
you said, Mr. Riley, and will work shoulder to shoulder with you, and 
I personally would like to do something to that end, and look forward 
to our doing so. 

Mr. Ritey. Thank you very much. 

Mr. Patman. I know that it is something that our colleague, Mr. 
Brown, is interested in, and we have also had first-hand information 
from your. 

Mr. Brown. I believe you have a brief from Mr. Moody? 

Mr. Ritey. Yes. 

Mr. Brown. I ask unanimous consent that the statement of Lester 
S. Moody be incorporated in the record. 
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The CuarrmMan. Without objection, it will be received for the 
record. 
(The document referred to reads as follows:) 


STATEMENT OF Lester 8. Moopy, Secretary, CHAMBER OF COMMERCE, 
Aveusta, Ga. 


For the purposes of this statement it is necessary to combine the requirements 
of sections of two States in order to clearly present the exact status of need that 
will be caused by operations initiated by the requirements of national defense. 

The area covered by this statement is variously known as the Aiken-Augusta 
area and the central Savannah River area. We will, however, restrict ourselves 
to the specific area affected by the location of the Savannah River operation of the 
Atomic Energy Commission. This affected area comprises Aiken, Barnwell, and 
Allendale Counties in South Carolina, and Burke, Jenkins, Richmond, and 
Screven Counties in Georgia. Aiken, 8. C., and Augusta, Ga., are the two largest 
cities in this area. 

This entire area has been rapidly developing from a business and industria] 
standpoint for the past few years. The expansions of existing industry in the 
past 5 years are shown by a total figure of approximately $15,000,000 while new 
industrial operations have required an investment of over $23,000,000. Since 
1945 in Augusta, Ga., alone, over $25,000,000 in building permits have been issued. 
Bank clearings in the same city have quadrupled in the last 10 years. 

These are by no means all of the factors that could be used, but we omit the 
other similar business growth indicators in order to be as brief as possible. 

The Horse Creek Valley industrial area extends all the way from Aiken, 8. C. 
(lying totally within Aiken County).to Augusta, Ga. This populous valley above 
has 10,000 people now employed in industry. 

The population trend of the seven-county area is shown by the attached chart 
of census fluctuation. One of the major factors shown by this chart is the migra- 
tion of farm workers to urban areas. This migration, caused by increasing farm 
mechanization, presents a problem in shifting requirements for housing and 
schools. It is a fact that when a farm reduces its number of tenants, the tenant 
house is almost invariably removed and if that tenant moves to industrial areas, 
an additional housing unit must be provided. It is not just a shift from one unit 
of housing to another. 

An important change in the characteristic of the population should be noted in 
that this migration is almost totally Negro and the percentage of Negro population 
in the area is steadily reducing. At the present time, the urban areas involved 
have approximately 40 percent nonwhite population while the rural areas still 
have in excess of 50 percent nonwhite. 


Population trend—? counties of the central Savannah River area, 1900-50 





| 1900 | 1910 | 1920 | 1930 | 1940 1950 


| 
| | 





South Carolina: 47, 403 49, 916 53. 188 
- } ’ ’ _ ’ ? vo, Le 

Allendale , 13, 294 13, 040 12, 475 

Barnwell 35, 504 21, 221 20, 138 17,174 


Subtotal | 058 | 84,7 71,918 | 83,094 | 82, 837 














Georgia: 
29, 224 26, 520 23, 

12, 908 11, 843 10, 298 
Richmond 58, 886 72, 990 81, 863 108, 916 
Screven | 19,252 20, 202 20, 503 20, 353 17, 742 


Subtotal | 103,152 | 117,876 | 132,408 | 135,625 | 140,579 | 160, 425 


























Total, entire area | 177,688 | 198, 934 | 217,161 | 217,543 | 223,673 | 243, 262 





Source: United States census of population. 
POPULATION GAINS IN INCORPORATED PLACES, 1940-50 


In addition to the considerable population gain for the city of Augusta which 
has already been noted in the preceding discussion, all but one of the other nine 
principal incorporated places in the study area also scored some increase in popu- 
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lation between 1940 and 1950, occasionally reaching rather significant propor- 
tions, as in the case of suburban North Augusta town. These municipal changes 
in population are summarized below: 





Population Increase 





Incorporated community 
1940 1950 Number Percent 





Aiken, city 6, 168 7, 067 
North Augusta, town 2, 629 3, 661 
Allendale, town 2, 217 2, 482 
Fairfax, town 1,379 1, 572 
Barnwell, town 1, 922 1, 977 
Waynesboro, city 3, 793 4, 458 
Millen, city_...- i et te ee pie Siti 2, 820 3, 443 
Sylvania, city 2, 531 2, 531 
Blackville, town 1, 456 1, 297 


Pt et tet et et 
SSRN EN SS 
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Altogether the population of 10 principal incorporated places of the area, includ- 
ing the city of Augusta, aggregated 100,403 persons as of April 1, 1950, or a little 
over 40 percent of the total population of the entire area. To these residents of 
incorporated municipalities must be added another 30,000 or more of suburban 
dwellers in unincorporated areas adjoining Augusta and Aiken to arrive at what 
might loosely be called the city population of the whole seven-county area. 


AGRICULTURAL POPULATION 


; 
Taken as a whole the seven-county area is predominantly agricultural, with 
about three-fifths of its population, excluding Richmond County, classed as rural- 
farm in April 1940. In this particular respect Richmond County shows the widest 
variation from the over-all characteristic, the Richmond ratio of rural-farm to 
total population having been less than 8 percent, a far cry from the 70 percent 
and more of rural-farm population in the other three Georgia counties. Aiken 
County, 8. C., with its industrial belt of the Horse Creek Valley, had only about 
40 percent rural-farm population compared to over 64 percent in Allendale and 
Barnwell Counties. In all counties, of course, the ratio of Negro to total persons 
was higher in the rural-farm category than among the population at large. 


CLARK HILL DAM DEVELOPMENT 


A development of great promise for the economic future of the Augusta area 
and lower portions of the Savannah River Valley is the tremendous new Clark 
Hill Dam under construction about 22 miles upriver from the city. This project, 
the first of a series of 11 multipurpose dams recommended by United States 
Army engineers for the Savannah River, is scheduled for initial completion in 
1952, and already a second project, the Hartwell Dam, about 75 miles above 
Clark Hill, has been authorized by Congress with completion expected in 1955. 
Together these two dams will represent an expenditure of some $136,000,000. 
At the peak of construction some 2,500 workers will be employed. 

When completed, the Clark Hill Dam will provide the multiple benefits of 
abundant hydroelectric power, flood control, river navigation, soil conservation, 
and broad recreational opportunities. Its ultimage electric energy output will 
reach 288,000 kilowatts, or nearly three times the capacity of the Norris Dam of 
the TVA chain. Control of downstream flow will permit more stable navigation 
conditions on the Savannah River, and in that connection Congress has only 
recently authorized a channel of 9-foot minimum depth and 90-foot width between 
Augusta and the river mouth in place of the present 7.3-foot channel, 75 feet wide. 
After being ordered stopped during the war years, barge transportation has been 
resumed between Augusta and Jacksonville, Fla., via the river and the Inland 
waterway—brick and tile products moving on the downstream journey and 
bunker oil on the return. Reduction of flood hazard will encourage more pro- 
ductive agricultural and forest use of thousands of acres of valuable bottom lands 
all along the Savannah River which heretofore have largely been left idle, and 
should also serve to make these same river-front properties in the vicinity of 
Augusta and other established communities more attractive as industrial sites. 
Above the dam the recreational advantages to be afforded by an artificial lake 
of over 900 miles of shore line in Georgia and South Carolina will be manifold. 
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Although the power and other advantages of the Clark Hill project do not as 
yet appear to have borne any important fruit by way of attracting new industry 
to the Augusta area, it is perhaps too early for the aggressive efforts of the com- 
munity in this regard to bring forth tangible results. At present the Industrial 
Development Division of the Augusta Chamber of Commerce admits to have on 
hand only one serious prospect for migration to the area, but it seems almost in- 
evitable that the greater advantages which the area will have to offer after the 
Clark Hill Dam is completed must bring to Augusta some part of the established 
and accelerating movement of industry to the South, 


MILITARY ESTABLISHMENTS 
Camp Gordon 

Unquestionably the single most important factor in the housing market of the 
Augusta-Richmond County portion of the study area is the Camp Gordon Mili- 
tary Reservation lying south and west of the city and covering over 55,000 acres 
of Richmond and adjoining counties. Originally constructed in 1941, this post 
reached a peak strength of some 40,000 military personnel and 3,000 civilian 
workers during World War II, but later declined to stand-by status with a low of 
125 military and 196 civilian personnel maintained for some months prior to its 
reactivation in the fall of 1948. Although this reactivation called for a rapid 
build-up of uniformed strength to a projected 22,635 men and officers by April 
1949, such levels were not actually attained due to the influence of the Johnson 
economy orders. 

Early in 1950, a decline in troop strength was under way which continued pro- 
gressively until this past July when an abrupt reversal in trend was occasioned by 
the outbreak of the Korean War late in the month preceding. 

Since that time troop strength has steadily increased. The Army has announced 
its intention of making full use of all Camp Gordon facilities. From this it must 
be assumed that it is intended to have 40,000 troops at this camp again. Since 
less than half of that number are now there, a doubling of the present need for 
facilities is indicated. 

As near as can be estimated by outside sources who do not have access to re- 
stricted information, there are approximately 3,000 uniformed personnel now 
housed. with their families off the camp reservation in surrounding areas such as 
Grovetown, Harlem, Fleming Heights, and Augusta, in Georgia, and in the South 
Carolina communities of North Augusta, Belvedere, Beech Island, and Kathwood. 
A doubling of occupancy at Camp Gordon would therefore require housing, 
hospital, sewage, water, and school facilities for an additional 3,000 housing units. 
The Agusta Arsenal 

This arsenal is the second oldest installation of its kind in the country from the 
standpoint of continuous operation. It is primarily a manufacturing plant oper- 
ated by a small military force and approximately twelve to fourteen hundred 
civilian employees. As of today the operation is basically one shift with part of 
the operation on second shift. They are now in process of completing the second 
shift which will call for an additional 600 employees. Due to the necessity for 
skills and for training of personnel, this increment will be spread over the next 
60 days. It could not be determined when a third shift would be used. If and 
when that is ordered, still another 600 or 700 employees would be required. 


SCHOOLS 


One of the most important of all the problems to be faced in an expanding 
defense area is that of the added load put upon the school system of all of the 
affected counties. 

Aiken County, S. ©., hes « particular problem due to geographical features 
of the county. It is a large county and a heavy use of bus transportation of 
pupils is a necessity. In one specific instanee, pupils in Beech Island are trans- 
ported through Augusta, G ver 8 miles by bus to attend Aiken County schools 
in North Augusta. 

The city of Aiken has 1,700 grade-school pupils and 500 high-school pupils. 
The county of Aiken has 9,5 rade-school pupils and 2,771 high-school pupils. 

The new schoo! buildins )» im has never approached the fulfilling of require- 
ments made necessary by industrial and other expansions of the Aiken-Augusta 
area. The relocation of the 175 grade- and 96 high-school students of Ellenton 
alone in the H-plant area will require new buildings. 

Barnwell County has 3 wii ude schools and 31 negro grade schools. There 
are three white and three Negro high schools. The most recent building in the 
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Barnwell County school system is a high school which was built in 1940. A 
small addition to the Blackville School is the only increase of facilities since that 
time. 

The county auditor was requested to give his opinion of the situation and his 
short statement is quoted as follows: 

“‘As requested, my opinion in re: water, sewerage, school facilities, homes, etc. 
for Barnwell County and the immediate area. 

“T have been county auditor for 28 years of Barnwell County, and have my 
finger on all conditions of our county and this section. : 

“Prior to the coming of the H-bomb, building of all kinds had not caught up 
with the demand in any quarter, although we were making progress. 

“We cannot enlarge our schools, water works, sewerage, streets, and homes 
without adequate Federal help and we need it now; in fact, we are waiting for the 
loosening of the National Housing Act to get going. 

“Our county has lost to the H-bomb 150,000 acres out of 342,000, and we are 
not financially able to meet the demands for the above-named items. 


W. H. Mannina, County Auditor. 


Another statement follows, made by Mr. Horace J. Crouch, superintendent of 
schools of Barnwell County: 


OFFICE OF SUPERINTENDENT OF EpucaTion, BARNWELL CouNTY, 
Barnwell, S. C., January 24, 1951, 
To Whom It May Concern: 

With approximately 150,000 acres of Barnwell County, 8S. C., taken over by the 
Atomie Energy Commission, Savannah River project, many homes razed and 
14 school buildings torn down, the acute shortage of housing facilities becomes 
apparent. In anticipation of laborers in the AEC territory, those concerned 
about the increase in population wonder as to the source of financial aid for 
sufficient housing facilities. Additional expense in the matter of sewage, water, 
lights, ete., necessary because of an expanded building program, adds to the 
perplexing problem of wherewith the funds to cover the cost. Since the project 
is a Federal Government one, it would appear that relief should properly come from 
the United States Government, because employees of Uncle Sam would be chiefly 
affected. 

Besides homes for these AEC inhabitants, this office is concerned for the welfare 
of the entire family. The children in the homes are not to be overlooked. School 
buildings and necessary attendant facilities will require the expenditure of large 
sums of money. The total of needed funds will be far in excess of the ability of 
the rest of this county to provide financially, regardless of the county’s desire to 
cooperate and its degree of patriotism. 

Horace J. Croucn, 
County Superintendent of Education, Barnwell County. 


Possibly the most exact statement of need in the entire area can be illustrated 
by the following letter written by the acting superintendent of the schools of 
Richmond County: 


County Boarp or Epvucation oF RicumMonp Country, 
Augusta, Ga., January 24, 1951. 
Mr. Lester S. Moopy, 
Augusta Chamber of Commerce, 
Augusta, Ga. 

Dear Mr. Moopy: Unless the schools of Richmond County are given im- 
mediate consideration in connection with the greatly expanded Federal activities 
in our community, we will face an impossible condition, not only in September 
1951, but throughout the period in which these Federal projects are here. 

For example, we have right now approximately 3,500 children attending classes 
in churches, in empty stores, in private homes, in auditoriums, and on stages in 
schools. In some cases, we are running double sessions. In addition to this, we 
have about 2,500 students in buildings that have been declared unsafe. Class- 
rooms in many of the schools are overcrowded, in some cases running up to 50 
pupils per teacher. To meet the requirements of accredited schools, 30 to 35 is the 
maximum number that should be in a room. 

These conditions are bad enough, but the real problem is taking care of those 
that are enrolling now in increasing numbers. 

Every day, we have many calls in our office from parents who have just moved in 
asking where they can send their children to school. Some of our principals have 
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said they dread seeing Monday morning come because there is always a number of 
parents with new children. These people, it seems, are coming from all parts of 
the country. 

The Richmond County Board of Education for several years has been faced 
with a continual and rather rapid growth. For example, in 1940, we had an aver- 
age daily attendance of 12,000; in 1945, it was 13,000; in 1948, it was 14,000; last 
year it was 15,000; and this year it will run well above 16,000. This means that 
our enrollment for this year will be approximately 20,000. 

In order to provide for this normal continuing growth and provide better school 
facilities for the children, the board of education borrowed in 1948, through the 
sale of bonds, $4,000,000. At the present time new schools are being built which 
provide approximately 200 additional classrooms for 8,000 students. Of this 
8,000, 3,500 children are now waiting for a classroom, and 2,500 more are in build- 
ings that are unsafe. As you see, this leaves room for only 2,000 additional chidren 
in our $4,000,000 building program. 

It was anticipated, and the figures will substantiate as much, that all of our new 
buildings would be needed in 3 or 4 years over our normal growth. We are already 
faced with a rapidly increasing industrial activity because of the Clark Hill project, 
a greatly increased personnel at the arsenal, and the Camp Gordon reactivation. 
The Oliver General Hospital is being expanded and will probably be taken over 
by the Army at an early date. All of these Federal projeets.add, considerably to 
our school population. 

And now the people at the office of the Atomic Energy Commission have 
informed us that during the next 3 years there is a probability that the atomic 
plant near Augusta will draw an additional 85,000 to 90,000 people to Richmond 
County. If this is true, our school population will almost double. From a 
present population in the county of 108,000 people, we have a school enrollment 
of approximately 20,000. This would mean that within the next 3 years our 
school enrollment will increase by at least 15,000. The influx of these people has 
already been felt, and by the opening of schools in September ot this year, it will 
be much heavier. 

There are other conditions that make our position next to impossible unless 
help is made available quickly. First, the Richmond County Board of Education 
is forbidden by law to borrow any additional money. We are now operating on 
a $400,000 deficit for current expenditures brought about by the necessity of 
providing for increased enrollment. Teachers, already underpaid, did not receive 
their normal salary increases regularly paid because of experience. Though there 
is much building going on in the county and there is great increase in population, 
there is practically no increase in revenue to the board of education from taxation. 
This is because most of the houses being built are below the State $2,000 tax- 
exemption law. 

Because of a higher wage scale adopted by these Federal projects, our mainte- 
nance men and janitors are dissatisfied with their salaries and threaten to leave. 

Also, our nine buildings which we had hoped to complete for fall opening of 
schools might not be ready because construction is slowed down due to our not 
being able to get the steel required. We have applied for priorities, but as of this 
date we have not been successful in acquiring them. 

All these conditions are here and are very real, and they must be faced in the 
very near future. The facts will prove that the Richmond County Board of Edu- 
cation has put forth its maximum and total financial effort to provide facilities 
and teachers for this ever-growing problem. I don’t see how it can do more with- 
out great financial assistance and since Federal projects are primarily responsible 
for these conditions, it is only reasonable that the Federal Government should 
assume its proper share of this great financial burden. 

To summarize briefly: 

1. We now have 3,500 children without classrooms. 

2. We have 2,500 housed in unsafe buildings. 

3. Many of our classrooms are overcrowded. 

4. Under our present enrollment, we have $97 per student for the year and the 
actual cost will be $145 per student. 

5. The board of education has put forth its maximum effort financially. 

6. Our building program is threatened with shut-down because we cannot secure 
priorities, 

7. We are threatened with the possibility that our school population will almost 
double in the next 2 or 3 years. 

8. We are threatened with the loss of our employees. 
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Under these conditions we may soon have to turn children away when they wish 
to enter school, unless we are given aid promptly. 

If I can furnish any additional information, I will be very glad to do so. Also, 
I shall be happy to talk with anyone concerning this matter if it will help us in 
solving this most serious problem, 


Respectfully yours, 
Roy E. Ro.tutns, 


Acting Superintendent of Schools. 


It is therefore an urgent thing that favorable consideration be given to providing 
immediate aid to the counties in both States which will be vitally affected. 


WATER AND SEWAGE 


Of vital importance to the public health, the provision of adequate safe water 
and proper sewage disposal must be carefully considered. Aiken County will be 
faced with this problem more than other portions of the defense area due to the 
fact that a large portion of the new housing will more than likely be built there. 
The North Augusta area needs will mount by leaps and bounds. The entire 
distance from Augusta and the Savannah River to the project area will have large 
housing developments and trailer camps for which provision must be made. The 
present water system of North Augusta is barely adequate to serve present needs. 
It is a fact, that this past summer, the city of Augusta acceded to the request of 
North Augusta, and a pipeline was extended from the Augusta municipal water 
works over the Thirteenth Street Bridge to North Augusta, to provide a supple- 
ment which would guarantee water for the fire department in an emergency. 

At the present time, the entire rural area between North Augusta and the 
project area does not have any water or sewage system other than those wells and 
septic tanks owned by individuals. 

The municipal water supply of the city of Augusta was considered adequate for 
a few years, but now it is a considered opinion that the additional requirements for 
a large number of new developments cannot be met without a large expansion. It 
should be noted that the entire water supply of Camp Gordon is provided by the 
Augusta waterworks. In this case, Robert & Co. of Atlanta, Ga., and Patchen 
& Zimmerman of Augusta, Ga., were retained as engineers for the city of Augusta 
to survey the entire water situation. A preliminary estimate shows that the over- 


all requirement will necessitate an expenditure of approximately $18,000,000 for 
water and sewage facilities in Augusta and Richmond County alone. It should be 
noted that the city of Augusta has extended its water lines out into the county in 
a large number of places. 

The other counties in the area will be similarly affected for the same basic 
reasons. The enormous influx of people to all parts of the area will soon 
emphasize the immediate nature of this need. 


HOUSING 


At the time of taking the 1950 census, all of the military installations of the 
area were at their lowest ebb. Oliver General Hospital had been closed, Camp 
Gordon had only about 4,000 men and the Augusta Arsenal had only about 
five or six hundred employees. The census shows a iarge number of vacant 
housing units. 

Since July, all of the area installations, manufacturing plants and other busi- 
nesses have speeded up operations and increased their staff by large numbers. 
This has absorbed almost all of the vacancies in the Aiken-Augusta area to such 
an extent that as of today extreme difficulty is being experienced in finding 
housing for the small influx already being experienced. 

Following is a statement from the real-estate board of Augusta which states 
some portion of the problem: 
Avuausta Rreat Estates Boarp, 

Augusta, Ga., January 24, 1951. 
Mr. L. 8. Moopy, 
Secretary, Chamber of Commerce, 
Augusta, Ga. 

Dear Mr. Moony: Referring to the letter of Hon. John J. Riley, Member of 
Congress, relative to the housing situation in Augusta, the committee from our 
board held a meeting and came to the conclusions as follows: 

Definitely, they were in full accord that more housing units will be required to 
meet the demand that will be placed upon Augusta and Richmond County to 
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house the workers that will be needed to construct the plant to be erected by the 
Atomic Energy Commission and, later, the personnel that will take over and 
operate the plant. 

All types and sizes of homes will be needed, especially those in the better type, 
i. e., with five and six rooms, and perhaps even larger. How many units needed, 
it is impossible to estimate at the present. To facilitate the building of these 
homes they are of the opinion that the act governing all of title 6 should be 
reinstated and that Regulation X should be relaxed in this area. 

The assistance of the Federal Housing Authority will be needed. Adequate 
financing and the building of properties can be handled in haste by builders now 
ready to start when restrictions are removed in our immediate locality. 

The bridge at Fifth Street, over the Savannah River into Augusta, should be 
widened to accommodate the traffic of the four-lane highway that will be brought 
up to it on the South Carolina side at Schultz Hill from the plant, and also the 
already heavy traffic now moving from the Horse Creek Valley and Federal 
Highway No. 1. Another bridge will be vitally needed below Augusta into 
Georgia from the plant area to facilitate the traffic flow into our suburban area 
without having to come through the heavy traffic that is expected. 

Our board wishes to assure you that we will do everything possible to help in 
bringing about a happy solution, so do not hesitate to call upon us. 

Yours very truly, 
Avuacusta Reaut Estate Boarp. 
BERNARD F, Sruxs, 
Secretary and Treasurer. 


The characteristics of current housing are not all that they should be, but in 
order to confine this statement to need only, suffice it to say that the building of 
approximately 3,000 new units in this area in the last few years on a competitive 
private enterprise basis clearly demonstrates that need. 

In order to arrive at a comprehensive analysis of the quantity of housing needed, 
we can onlv use the published statement of the Atomic Energy Commission in 
regard to their Savannah River plant as a basis. For the purpose of that calcula- 
tion, we will disregard the initial construction period with its unnatural, inflated 
requirement and will examine the lesser number only. Namely the 6,000 workers 
announced as the permanent force. 

A factual survey made some years ago by Northwestern University provides a 
basis of calculation. This survey was for the purpose of determining the exact 
impact of manufacturing employment on any given area. ‘The results were clear 
and concise. Each manufacturing employee requires three service and _ pro- 
fessional employees to balance goods and services. We will not use the tempo- 
rary construction force figure as announced at 35,000 employees, but will only 
use the permanent figure of 6,000. This number of workers therefore would 
require 18,000 service and professional workers making a total of 24,000 wage 
earners to be added to the defense area. National factors of families to workers 
differ in different area, so we will use the minimum in order to be ultraconserva- 
tive. Using this minimum formula, 24,000 would be 40 percent of total popula- 
tion. That means definitely that a minimum of 60,000 people will have to be 
moved into this defense area within a short space of time. They must have 
housing, water, sewerage, hospitals, goods, and services. ‘Their health must be 
protected by these items and they must be provided for them. Using the factor 
of 3.3 persons per unit, which figure has been experienced at other installations of 
this type, we arrive at the astounding figure of 18,000 new housing units needed 
in this comparatively small defense area. 

Private capital will build this tremendous number of units, but only if title 6 
is reinstated and regulation X relaxed in this area. Normal utilities will also have 
to be provided. 

To briefly conclude this statement, let me say that the need for this legislation is 
readily apparent. If you add to those 18,000 housing units the 3,000 more units 
which will be needed in Augusta for the increment to Camp Gordon and the ap- 
proximately 1,000 more units for new employees of the Augusta Arsenal and 
Oliver General Hospital, you reach a staggeriug figure of 22,000 housing units in 
the area. 

The children of these people must have schools. Al! utilities wi!) have to be 
furnished for all of these new families, and the only way in which it can be done is 
by passage of this legislation. 

It is therefore with a sincere and well-founded feeling of real need that I earnestly 
request your favorable consideration of this act. 


78408—51——26 
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HOSPITALS 


Outside of Richmond County, Ga., this entire defense area only has approxi- 
mately 350 hospital beds. There is some difficulty experienced now in getting 
adequate hospitalization in the area and a great number of the residents of the 
seven counties in both States must look to Augusta to provide this service. 

Of the existing hospital beds, Aiken County has 160 beds in the Aiken County 
Hospital, the Eustis Memorial Hospital, and the Howell Clinic. A new hospital 
of 100 beds is now being completed in Waynesboro, Ga. 

The Oliver General Hospital in Augusta was, up until early 1950, a permanent 
Army general hospital with 2,000 beds and some 1,300 civilian personnel. Under 
the Johnson order this hospital was closed and then turned over to the Veterans’ 
Administration. Some rebuilding is now going on in the main section in order to 
provide a permanent capacity in the main building only of 425 beds. 

The 1,300 former employees of the hospital have been absorbed in other ex- 
pansions since last July and a new force of 500 is planned. 

Some sources have stated that the Army intends to request return of the hos- 
pital from the Veterans’ Administration, and it should be pointed out that if this 
is done an additional 1,300 workers will be required. 

The Lenwood Hospital (United States Veterans’ Hospital No. 62) is a neuro- 
psychiatric hospital in Augusta operated by the Veterans’ Administration. 
Capacity is between 1,300 and 1,400 beds, and about 800 civilians are employed. 
No major change in this installation is expected. 

The new St. Joseph’s Hospital of 100 beds is now under construction in Augusta. 
This is a Catholic institution being built under the Hill-Burton Act. 

The city of Augusta and the State of Georgia jointly maintain the University 
Hospital of 562 beds. Operation is in connection with the University of Georgia 
School of Medicine. An extensive program of modernization and expansion is 
being planned. All of this planning is for the purpose of catching up with the 
current known deficiencies and does not make any allowances for expanded defense 
demands. 

The University Hospital has been operating at full capacity for several years. 
Only the fact that medical science has made such progress that the average 
patient’s stay in a hospital has steadily reduced has it been possible to supply 
hospitalization for the population of the Augusta area. There is at all times a 
long waiting list for better accommodations. 

There is a growing demand for hospital care which is brought about by several 
things; there is a growing use of hospitalization prepayment (hospitalization 
insurance, ete.). Thus, many people who formerly would not have been able to 
afford hospitalization now seek this service because they have made prior financial 
arrangements through insurance. ‘There is also the growing tendency on the part 
of the medical profession, and the public, to treat illnesses in hospitals instead of 
at homes. The larger factor in the increase in demand in Augusta has been our 
growth in population. The population of Richmond County has increased at a 
rate of approximately 4 percent per year during the past 10 years. This rate of 
increase is accelerating and is, of course, being compounded. 

Small hospitals in rural communities unfortunately are not able to attract the 
staff or give the grade of medical care that is available in a medical center such as 
Augusta. The University of Georgia School of Medicine at Augusta has some of 
the outstanding specialists in the country and some have achieved world-wide 
fame. These men do private practice and consultations at the University 
Hospital. For that reason, it is common practice for physicians over a wide area 
to refer patients to specialists at the University Hospital. As an indication of the 
superior medical service provided in Augusta by virtue of the medical talent avail- 
able through the University of Georgia School of Medicine, the University Hospi- 
tal’s rate of mortality is among the lowest in the country and far below the national 
average. Even though these small rural hospitals may be built, they do not 
affect the number of patients who come to the Augusta hospital as much as it 
would appear. 

Representatives of the AEC have had many meetings with the staff of the 
School of Medicine and the Augusta Hospital Authority looking toward providing 
for additional hospital bed capacity which the AEC says will be needed very 
quickly. The du Pont Co. and AEC say that Augusta will need many hundreds 
of additional hospital beds to care for the temporary and permanent increase in 
population in the immediate area. 

Hospital construction today is expensive. It costs approximately $200,000 
per bed to build and equip a modern hospital with its various services. The 
Hospital Authority of the City of Augusta has already employed a consultant 
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looking toward providing internal facilities to handle service to 200 additional beds 
which can be built on the present University Hospital structure. Neither the 
city nor the hospital authority have any funds for building additional bed capacity. 
The bonded indebtedness of the city is close to its legal limit. Even if the people 
were willing to provide such a structure by bond issue, which is most unlikely, 
it could not be done legally. The hospital authority is willing, however, to under- 
take the operation of the additional beds, the need for which will be very urgent 
as soon as defense workers start coming in for the AEC project. 

It is difficult to calculate the demand for hospitalization. One out of every 
eight residents of Richmond County was admitted to the University Hospital 
in 1950. If we discount entirely the factor of increasing use of hospitalization, 
even then it is readily apparent that an increase of population of, say, 75,000 will 
mean that there will be an additional 9,400 hospital admissions which would 
require 62 percent more bed capacity. Actually, when every factor is taken into 
consideration, including especially the fact that the accident rate on the vast 
construction projects, which will be going on in the Augusta area, the need for 
additional hospital beds needed reaches a tremendous and frightening figure. 
The hospital authority has been told informally by the AEC that the experience 
has been that during the early stages of these large construction jobs the accident 
rate is very high. 

One of the more serious problems of hospitalization in Augusta and Aiken 
County is that both the University Hospital in Augusta and the Aiken County 
Hospital are operating at capacity. If there were to be a disaster of any type 
which would require hospitalization of as many as 100 people, it would simply 
be impossible to provide proper medical attention and service. This condition 
exists today without any influx of new population. 

The CuarrMan. Mr. Talle. 

Mr. Tatie. You made a very fine statement, Mr. Riley. 

Mr. Ritey. Thank you, Dr. Talle. 

Mr. Tauue. It was clear in every detail and I can well understand 
why people in the area dislike what is proposed. They must be very 
patient people. 

Mr. Ritey. Well, they have always tried to do their part in the 
development of this country, sir. 

Mr. Tatuie. My question is: Did not the people who looked at the 
area here involved look at perhaps some alternative area where not so 
much dislocation of houses, churches, schools, and public utilities 
would be involved—some area where less dislocation and disruption 
would occur? 

Mr. Rivey. I understand they considered a hundred or more loca- 
tions, but that this came nearer having the facilities and qualities 
which they needed than any other area which they could find. 

Mr. Brown. In fact, I believe 140 locations were investigated in 
the United States. 

Mr. Rivey. I knew that it was over a hundred. 

I understand the final choice, Dr. Talle, was made because of cer- 
tain elements in the water of the Savannah River. What those ele- 
ments are, I have no idea. 

Mr. Tatue. You would have to make a very detailed analysis of 
H,0 in order to answer that. Thank you. 

Mr. Ritey. Thank you, Doctor. 

The Cuarrman. Mr. Deane. 

Mr. Deane. Mr. Chairman, I would like to point out that I too 
appreciate Mr. Riley’s statement. I can point out, living as I do in 
North Carolina, the serious impact the entire area is receiving, espe- 
cially so far as wage rates are concerned, which I understand have not 
as yet been finally established. Is that true? Do you know whether 
there have been wage rates under the act established? 
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Mr. Ritey. No; they have not been made public if they have been 
established, and I understand that study is still being given to that. 

Mr. Deane. I am bringing that out to say there is nothing this 
particular committee can do about it other than the entire area 
throughout the entire Southeast is going to feel the serious impact of 
this particular project. 

Wouldn’t you agree to that? 

Mr. Rivey. It certainly will. The minimum wage in the textile 
plants now is something like $1.10 or $1.12 an hour. In our rural 
area we have not yet gotten used to the 75-cent minimum wage. The 
Department of Agriculture tells me that, boiled down, it takes an hour 
of a man’s time to produce a pound of cotton. If you have a 75-cent 
minimum wage, in order to pay a man 75 cents an hour in cotton coun- 
try, you are going to have to have at least 75 cents a pound for your 
cotton; and if you make the minimum wage $1.08 you have got to have 
$1.08 at least for your cotton in order to be able to produce it, based 
on the analysis made by the Department of Agriculture. 

The repercussions of this development are going to be felt in 
Georgia, Tennessee. South Carolina and North Carolina are not going 
to be alone in this matter, by any means. 

Mr. Brown. I would like to say I am in agreement with Mr. Riley 
that these people who are being moved, not by choice, ought to have 
a right to participate in some of these plans. 

Mr. Riiey. Correct. 

Mr. Coir. May I ask one question. It is on that point of the 
people who are now being dispossessed. Those people who are being 
dispossessed will not need the provision of this law to help them 
build homes; will they? 

Mr. Ritey. Some of them will, Mr. Cole; some young veterans in 
this area who have built homes and who still have mortgages on those 
homes. They are going to have to have financial assistance if they 
are to transfer their homes to some other area. 

Mr. Coir. Do you know what proportion of renters there are to 
home owners, in the area? 

Mr. Rizey. I do not. 

Mr. Coxe. Of course the renters need a place to live. 

Mr. Kixtsurn. I thought you said it was 37 percent. 

Mr. Ritey. No. That was in this Horse Creek Valley area, and 
I showed them simply to show the number of homes that would be 
needed for workers coming into the area. 

Mr. Cots. I think some of these people no doubt would need some 
help, but I just am trying to decide in my mind how great that need 
was, because, of course, the people who own that property will be paid 
and they will in turn use that money to buy homes. This law here 
merely provides for a liberalized insurance program for those who do 
not have money to build homes. 

Mr. Ritey. Well, you also have a problem of those people who are 
ready. 

Mr. Coxe. Yes; I know that. 

Mr. Ritey. There are no homes for any in the area now, and some 
of them may like to become home owners. 

Mr. CuarrMan, Are there any further questions? 

Mr. Widnall? 
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Mr. Wipnaut, Mr. Chairman, may I ask this: Did I understand 
you to say, Mr. Riley, if there are any grants-in-aid for hospitals, 
schools, or utilities, you feel it should return to the municipality or 
municipalities affected, rather than to the State? 

Mr. Rivey. I think so. I think any grants or loans made should 
be channeled through the existing municipal set-ups or school districts. 
They know the problems and they know how to handle them, and 
they can get the work done more efficiently and more economically 
than anybody coming in there from the outside. 

Mr. Wipnau. Thank you. I just wanted to clear that up. 

The CuHarrMan. Mr. Riley, I know the committee is glad to have 
your views on this subject. I know that anything you have to say 
will have great weight with the members of the committee, and that 
the views which you have expressed will be considered most carefully 
by them in executive session. 

Mr. Ritey. Thank you very much. I want to thank all of you 
gentlemen for being so patient and so interested in what I have had 
to say. 

The Cuarrman. Mr. Johnson, of California. 


STATEMENT OF HON. LEROY JOHNSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Jounson. First, I want to thank you for giving me this chance 
to tell you about the housing problem in the district I represent. 

I represent the Third District of California, which embraces an 
area east of San Francisco, starting 30 miles east of San Francisco, 
and going to the Sierra Nevade Mountains right in the center of the 
great Central Valley of California. We have literally a regular 
arsenal in this district. There are 10 Army, Navy, and Air Force 
installations, some of them very, very large. 

The housing conditions in California today in that area, and gen- 
erally speaking throughout the entire State, are very, very crowded. 
I have a hard time finding a place to rent in my home town when I go 
home during the congressional recess; and, in fact, I just bought a 
house so that I could be sure of having a place to live. 

There are three general areas where we have these installations 
where public housing will be required, because all the housing is 
occupied and private enterprise cannot be expected to build these 
houses that may only be used temporarily. One is in what I call the 
Vallejo area, In that area we have the Mare Island Naval Shipyard, 
the biggest repair yard on the Pacific coast. We have a workload 
there of about 14,000 men. It is climbing every week. They not 
only repair ships there but they build submarines and do all other 
kinds of Navy work. 

Five miles from Vallejo is Benicia, where we have the Army’s 
Benicia arsenal. That installation is up from what it was in the 
postwar period and it is climbing daily. 

Twenty-three miles from Vallejo we have the Travis Air Force 
Base, 7 miles from Fairfield, Calif. The workers in those three 
installations, most of them, go to Vallejo and occupy the public 
housing that is there. 

There were a great many Lanham houses constructed near Vallejo— 
13,222 to be exact. Unfortunately, only 6,730 are there now, the 
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remainder having been disposed of as required by the Lanham Ac‘. 
All of these 6,730 are occupied. There is not a single vacancy. As 
of January 19, 1951, there were 1,000 families on the waiting list. 
These 1,000 consist of veterans, servicemen, and nonveteran civilian 
employees of officially certified defense plants located in Solano 
County, many of whom are forced to commute to Travis Air Force 
Base some 23 miles distant. 

The director of the Vallejo Housing Authority—a PHA project— 
stated recently: 

When we’re full we’re full. All of us in VHA know very well just how much 
individual hardship is packed into the bald statement that our waiting list nowy 
totals 1,000 families on January 18. But beyond cleaning up vacated units as 
fast as possible, so they can be rented right away, there is not a thing we can do. 

The Travis Air Force Base is the jump-off place for all points out 
in the Pacific. It is a strategic Air Force base. It has a large work- 
load and the workload is climbing. Some Wherry Act housing is to 
be built there; but not enough to solve the problem. 

That area is a very critical area for houses. It is 6 or 7 miles from 
the nearest village, and you can appreciate we cannot operate these 
stations, which are rapidly expanding, without having some place for 
the people to live. Mr. Riley mentioned that the people in his area 
sometimes travel 35 miles to find a place to live. I know from my 
personal knowledge that in our area, from the Mare Island Navy 
Yard, and the Benicia area, they travel all the way.to Sacramento, 
57 miles, to find a place to live; and you can see that situation really is 
critical. 

In the Stockton area, which is my home city, we have two large 
military installations, also climbing in their workload. One is the 
Stockton General Depot, the largest in-transit depot out in the 
West. Things are shipped there from all around the country and from 
there channeled to various ports of debarkation to Alaska, to the 
Orient, and to stations up and down in California and the rest of the 
Pacific coast. 

We also have a large $50,000,000 naval supply depot in Stockton. 
That is also climbing in its workload. The area is crowded for houses, 
and we simply will have to have some help from some type of public 
housing to find a place for these new workers to live. 

Then we have one other place, at Sacramento, the State capitol. 
Just recently the air forces determined to have an indoctrination center 
at a place called Camp Kohler that was a station during the World 
War for the Signal Corps. At this place they wili have 30,000 trainees 
at one time, with all the attendant clerical help, and administrative 
assistance that they will have to have piled on top of that. 

The trainees will live in barracks, but the others are people in the 
Regular Air Force, and civilians who will have to find places to live. 
Sixty-four million dollars is to be invested in this one station, so you 
can imagine the magnitude of this situation. 

In addition to that, right adjoining this area is the main matériel 
station of the West for the Air Forces, the Sacramento Air Depot. 
They are stepping up their workload by 3,000. The first 300 were 
taken in last week and the others will be taken in as quickly as they can. 

The Sacramento area, like the other areas, is crowded, and has no 
surplus housing. There is very little rental housing available. ‘To 
handle the workload and take care of the people who are going to 
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operate these stations, every one of which is very important, and 
strategic in our present defense effort, we will have to have some help 
from a public housing bill like this. 

Then near Sacramento they have a large Signal Corps depot, one 
of the largest in the entire United States, a tremendous depot. 

On top of these, we have four or five other minor stations, Mather 
Field, for instance, that is climbing very rapidly, where they train 
bombardiers, navigators, and things Tice that. They have tremendous 
numbers there coming in and out all the time, to attend the various 
Air Force service schools at Mather Field. 

Also, unfortunately, in California in the last 10 years we gained 
4,000,000 people in our population, Just think of it. Here is another 
way to put it, to make you really understand it: For 10 consecutive 
years California, every single day, including all holidays, gained over 
1,000 people a day. I urge you to try to pass this bill so that the 
stations in my area, every one of which is important to our present 
effort to build up our defences to 3% million at least, will have a 
place for their personnel to live. 

You cannot get a contented soldier or airman or sailor, nor can you 
get a contented worker in the civilian departments, unless you have 
some kind of a place for him to live, and I think you can understand 
without any explanation that we cannot expect private capital to 
build this kind of house. They will have to be built by the public 
and rented by the public and we hope the public will finally get its 
money back out of rentals. 

That, in brief, is the situation I am confronted with in my district. 
If you wish to ask me any questions, I would be delighted to try to 
answer them. 

The Cuarrman. Your area, of course, will be designated as a defense 
area and would be eligible for any benefits under the bill. 

Mr. Jounson. I can’t say what the President will do but I certainly 
think it should be. 

The CuHarrman. Any questions? 

Mr. McDonovucu. Do you anticipate the additional personnel 
around these various defense projects in your district will become 
permanent residents, and do you believe the housing under the bill 
should be more of a permanent nature than a temporary nature? 

Mr. Jonnson. I think the admitted mistakes made with Lanham 
Act temporary housing should not be repeated. Housing to be con- 
structed under this bill should be either permanent or, in special 
instances, very, very temporary. We thought during the war when 
we had this large workload at these various stations that the people 
would pick up and go back home when they got through. But the 
peculiar thing is that a few went home but many more came in. We 
never have had less than 15,000 a month come into California, even 
during the postwar period, and I anticipate these people, if they go out 
there and live in that climate, will have the same experience I had, 
when I spent one winter in California, that is when I determined I 
wanted to live there the rest of my life. 

Mr. McDonoveu. In other words, in World War II, many of the 
temporary housing projects built for World War II have become 
permanent. 

Mr. Jounson. Yes, sir; Stockton, Vallejo, have become permanent 
through force of circumstances only, not by construction. Most are 
classed as “temporary” under PHA regulations. 
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Mr. McDonoveu. They ceased to be temporary defense housing 
projects as fast as they could, and have become part of the permanent 
municipalities? 

Mr. Jounson. Some of them have, and many of them are still 
public housing which was not entirely destroyed according to the 
program in the Lanham bill. 

In Vallejo, all of it was, and is, administered by a housing authority 
which operated the housing facilities. But it is all occupied. That 
is the curious thing. 

Mr. CuartrMan. Mr. Nicholson. 

Mr. Nicuoxson. I do not want to ask a question, but it seems to 
me the mayors of your cities and your chambers of commerce have 
built up such a reputation for California, and doing it in such a sweet 
way, that you got all this influx, and now you are asking the rest of the 
country to build houses for them out in California. That is off the 
record, 

Mr. Jounson. That is not quite the answer, sir. Most of the 
people brought there were brought there by the United States Gov- 
ernment without any help from the chambers of commerce. In fact, 
some chambers of commerce are trying to find ways to put up a dam 
to stop the influx. 

Mr. Nicuouson. Of course, we in the East are trying to put up 
naval bases to build boats and submarines, and we have been trying 
to see if we can get business enough to keep the skeleton crews. 

Mr. Jounson. In California we have open harbors the year round. 
That may be one reason why we are doing so well out there with our 
Navy. 

The CHarrMan. Mr. Deane. 

Mr. Drange. Mr. Johnson, do I understand some of the citizens who 
are working in these defense areas are now traveling considerable 
distances to get housing? How far do some of them have to travel? 

Mr. Jounson. Well, a very small minority of them, but a substan- 
tial number, travel as high as 57 miles one way to go to a place to stay. 

Mr. Deanrn. When you say asimnaniter: ” what would that be? 

Mr. Jounson. Well, it probably would not be over 2 percent of the 
total. Perhaps it would be only 1 percent. But that is a very long 
way to go. 

However, a great many of them travel as much as 17 to 20 miles 
each way from this air base and to it. 

Mr. Deane. How many would you say that was? 

Mr. Jounson. Between 5 and 10 percent. It may be as much as 
15 percent. 

Mr. Deane. What about the rents in those areas? What are the 
maximum and minimum rents? 

Mr. Jounson. I don’t know, except that I hear they don’t get much 
for their money; they have to take what they can get. Of course, 
rent control held the rent down in a great many cases. 

Mr. Deane. Is that area still subject to rent control? 

Mr. Jounson. Yes, most of it is; but this does not apply to public 
housing. In fact, the RHA only recently raised their rents out there. 

Mr. Deane. Mr. Chairman, I think that Mr. Johnson made a 
very splendid statement. 

The Cuarrman. Mr, Johnson, your State has not only drained away 
the manpower, but it has also drained away a good many congressional 
districts. 
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Mr. Jounson. You are correct, sir. We are getting seven new ones, 
and I understand that you are losing one—which I am sorry for. 

The CHarrMAN. Yes. 

We are glad to have you here, Mr. Johnson. I am sure the com- 
mittee will furnish some relief for the conditions you relate. 

Mr. Jounson. Thank you and the committee, very much, for 
your attention and your kindness in permitting me to come here. 


STaTEMENT OF Hon. Jonun A. BLatNnik, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF MINNESOTA 


Mr. Chairman and members of the committee, I want to go on record in support 
of this defense housing bill (H. R. 1272) which is now under consideration by your 
committee. The purpose of this bill is to provide needed housing units in areas 
which have become overcrowded as the result of additional manpower being 
recruited by defense industries. There can be no doubt but that such legislation 
is required, and I urge the committee to report this bill to the House floor for 
passage as soon as possible. 

I will make no attempt to discuss all the many sections of this bill. It is un- 
necessary to do so inasmuch as previous witnesses have gone into all this measure’s 
various aspects. However, I would like to single out title IX for special emphasis 
because it is designed to help provide houses for various communities in the 
Eighth Congressional District—the district which I have the honor to represent 
in Congress. 

The provisions of title IX create a system of mortgage insurance providing 
25-year maturity loans at reasonable interest to ‘‘assist in providing adequate 
housing in areas or localities in which the President shall find that a shortage of 
housing exists or impends which impedes or threatens to impede national defense 
activities.”’ 

Such a housing shortage described by the above section of the bill is beginning 
to develop in my district. As you may know, my district is the most important 
iron-mining area in the United States. It includes the Mesabi Iron Range which 
has furnished nearly three-fourths of all iron ore for this country over the last 50 
years. Today the mining industry is urged to redouble its efforts to meet the iron 
needs of the current international situation, and as a result the mines are operating 
at full capacity. But even this production is not enough, ana this, plus the fact 
that we must find new sources of iron, has made it necessary to enter the field of 
taconite mining. 

There is enough taconite located in northern Minnesota to supply the Nation’s 
iron needs for a thousand years if it is developed. And I can say with pride that 
we are beginning to develop this important resource. The Defense Production 
Act authorizes loans for taconite development along with other strategic minerals, 
and already the Reserve Mining Co. is going ahead with such development. 

At the present time a taconite plant has been established in the little town of 
Babbitt in my district, and the mining and crushing of taconite is just getting 
under way. But this little town has just enough homes to cover its normal popu- 
lation, and right today we need 40 housing units to shelter additional workers 
brought in just as a skeleton crew to start taconite mining operations. When 
this operation begins going full speed, then a very serious housing situation will 
exist. 

The taconite mined and crushed at Babbitt will be shipped to Beaver Bay on the 
shore of Lake Superior for washing and to be shipped to the steel mills. Beaver 
Bay is a tiny village. Twenty outside workers will create a housing shortage— 
imagine what several hundred workers will do to this town. 

I mention the two towns of Babbitt and Beaver Bay only as illustrations to 
show the housing problem that is being created by the new taconite industry. 
The national steel requirement is forcing us to go ahead with the development 
of the taconite industry, and we are going ahead with this development. 
This means that the situation I have described with respect to housing will be 
multiplied many times in the near future. 

You can, therefore, see that our efforts to cope with the steel problem creates 
automatically many new problems and one of the major ones in the housing 
problem. That is why I am very much in favor of passage of H. R. 1272 with 
its title IX to provide mortgage insurance under special terms just to meet the 
needs of towns like Babbitt and Beaver Bay. We need iron ore, and this need 
begets the need for more housing. Such defense housing represents an essential 
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pes of the defense effort and I urge the committee to act favorably on this bill. 
t has my full endorsement, and you can count on my active support when you 
bring this measure to the House floor for debate. 


STATEMENT oF Hon. Hucu MiIrcHe ui, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF WASHINGTON 


Mr. Chairman and members of the committee, I would like to place myself on 
record as strongly in favor of H. R. 1272. 

As the members of your committee know, I introduced H. R. 1273, an identical 
bill, on the same day that your chairman introduced the bill now under con- 
sideration. I believe that this bill will provide the legislative authority necessary 
to do effectively the job which must be done in securing the provision of housing 
and community facilities and services required in connection with the mobilization 
and national defense effort. The present critical international situation requires 
the adoption of complete provisions such as those contained in this bill in order 
that we may be equipped to meet the changing needs of the developing defense 
situation—needs which we know will have to be met but of which we cannot now 
accurately forecast the exact locations, extent, and character. 

The bill would properly first offer encouragement to private enterprise and loca] 
initiative to provide needed housing and community facilities and services. 
Private builders would be given special aids to enable them to furnish housing for 
needed defense workers wherever they can. Only where needed housing could 
not be furnished by private enterprise at the time and place needed would the 
Government itself construct housing. Then the construction would be through 
contracts made with private builders. 

The need for additional housing and community facilities is becoming apparent 
in many areas today as defense plants and essential port facilities are reactivated 
and expanded. In my own State of Washington, the great Puget Sound Navy 
Yard at Bremerton is engaged in a recruitment program and employment is 
limited by lack of housing. The Boeing Aircraft plant is again going at nearly 
full force. Housing and community facilities provided during World War II 
are being used for workers in these plants, but in many cases existing facilities 
will obviously not be adequate. Much of the housing and allied facilities con- 
structed during the last war were needed and remained in use following the war. 
They are occupied and cannot now be wholly reditected to defense purposes. 

The port of Seattle is one of the busiest stations on our troop supply lines in 
the present conflict. Through it funnel men, munitions, and supplies for the 
United Nations armies in the Far East. It is also the base in the United States 
for activities in Alaska—that important outpost of our country closest to the 
Asiatic shores. With our growing activities in Alaska, as well as the increasing 
requirements of the Korean conflict, Seattle and other ports and centers in my 
home State are tremendously busy and the supply of existing houses is already 
overtaxed by the influx of defense workers and military personnel. 

Although private enterprise should be encouraged to provide as much of the 
needed housing as it can, I believe that it is not necessary to afford the opportunity 
for extraordinary profits afforded in many cases by the administration of the war 
housing mortgage insurance aids of the last war. The terms of the new section 
908, which would be added by this bill to the National Housing Act, are broad 
enough as they are written to encourage private builders to construct needed 
rental housing in defense areas. It is certainly my hope and expectation that these 
provisions (the enactment of which I strongly recommend) be so administered as 
to prevent builders from ‘‘mortgaging out”’ so that they not only have no invest- 
ment in the housing constructed and owned by them, but they will also have taken 
an immediate profit. I feel that we can trust the Federal Housing Adniinistra- 
tion, under the supervision of Mr. Foley, to see that the abuses in the title VI 
mortgage program of the last war do not reoccur under the new mortgage 
insurance aids. 

I am particularly interested in the provisions of the bill requiring that housing 
provided by the Government shall, to the maximum extent consistent with 
defense requirements, be of permanent construction designed for sale of separate 
structures containing not more than four dwelling units. I was glad to hear of 
Mr. Foley’s statement to your-committee that Government-built housing should 
be simple, livable, and permanent and that the production of ‘‘in-between’’ 
housing, neither temporary nor permanent, should be avoided. The problems of 
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such in-between housing provided during the last war have been very acute in 
my district. 

The provisions of the bill with respect to acquisition by the Government of sites 
for housing and community facilities in isolated or relatively isolated areas, with 
regard to assistance for the maintenance of the existing productive capacity of 
the prefabricated housing industry so that it may be utilized for defense purposes, 
and the other provisions of the bill, are also, in my opinion, both highly desirable 
and necessary parts of a complete legislative program for this critical period of 
our history. 

I strongly urge that your committee report favorably on H. R. 1272 and 
recommend its passage. 


The CHarrMAN. Call the next witness, Mr. Clerk. 
The Cierx. Morris R. Massey, representing the Mortgage Bankers 
Association of America. 


STATEMENT OF MORRIS R. MASSEY, MORTGAGE BANKERS 
ASSOCIATION OF AMERICA 


Mr. Massey. Mr. Chairman and gentlemen, we have filed with the 
committee a staterment representing the views of the Mortgage 
Bankers Association. 

The CuairMAN. It may be inserted in the record. 

(The statement 1eferred to reads as follows:) 


STATEMENT OF THE MortGAGE BANKERS ASSOCIATION OF AMERICA 


The Mortgage Bankers Association of America endorses the proposed Defense 
Housing and Community Facilities and Services Act of 1951 (8S. 349 and H. R. 
1272) and recommends its passage by the Congress. There are certain amend- 
ments and modifications to the bill as introduced which the Association offers here- 
with and which are set out in detail later in this statement. We believe that these 
proposed amendments will strengthen the bill and will assist in accomplishing its 
purpose. We, however, are in full accord with the principles and objectives of 
the bill as set forth in the declaration of policy. 

The association did not determine to support the enactment of this bill without 
a due regard for the objections which have been made to it by other representatives 
of private industry. Our association, composed as it is of members representing 
all forms of lenders—private individuals, commercial banks, savings banks, mort- 
gage companies, and insurance companies—considers itself equally alert to the 
dangers of encroaching Government domination and control of the lending and 
real-estate professions as are other spokesmen for private industry. 

But we consider that in these uncertain times when there is a present danger 
to the Republic under and through which we exist as an association and as mem- 
bers of a business community, there is a moral compulsion for private industry 
as well as for private individuals to weigh their usual freedoms against the needs 
of the common defense. In supporting the latter, a part of the former may well 
have to be temporarily and voluntarily withdrawn. We consider this principle 
to be no less applicable to the business community than to the many individuals 
who are today being called upon to give up their personal freedom temporarily 
to serve in the Armed Forces. 

As a preamble to our support of this legislation, we should like to state that the 
Mortgage Bankers Association considers the United States to be now in a state 
of grave national emergency. We believe that the grim aspects of the inter- 
national situation demand a greatly accelerated national defense program, and 
we believe this defense program will be retarded unless suitable housing accom- 
modations and community facilities are provided as required for defense workers. 
With the above premise in mind, the Mortgage Bankers Association has come to 
the following conclusions, all of which support our belief that this legislation, 
with certain amendments, should be considered and enacted by the Congress at 
the present time. 

First, special legislative measures have already become necessary in connection 
with the financing of defense housing and community facilities. 

It has been said that necessary defense housing can be constructed under 
housing legislation currently in force and by the relaxing of Federal credit controls. 
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We emphatically disagree with this viewpoint. We simply do not believe the 
facts support this proposition if the housing required is to be intended primarily 
for rental to defense workers. On the contrary, we believe the facts support an 
opposite view regardless of whether the housing is to be constructed in or near 
urban centers or at remote defense plant locations. 

The great volume of the housing units constructed for rent in recent years has 
been built by virtue of the liberal guaranties of building credit made possible by 
the National Housing Act, as amended. At present, the two most important 
sections of the National Housing Act under which Federal Housing Administration 
is authorized to insure the construction of single or multifamily housing units 
are sections 203 and 207. In our opinion the present equity requirements im- 
posed upon builders or owners under these sections and under present FHA under- 
writing requirements, even assuming a complete relaxation of regulation X, 
generally preclude the construction of any appreciable volume of housing for rent. 
For example, assuming the waiver of regulation X, a builder-owner attempting 
to build a multifamily project for rent under section 207 and where the land 
and building costs are approximately $10,000 per unit, would be required to 
contribute at least a 19-percent equity in the development of the project. Ona 
project costing $1,000,000 this would mean a cash investment by the builder- 
owner of $190,000. In a similar situation (waiver of regulation X) under present 
FHA underwriting regulations under section 203 (construction of single-family 
houses) the required equity contribution would increase to about 40 percent or 
about $400,000 on a $1,000,000 project. We consider that the percentage of 
builder-owners ready, willing, and able in today’s market to invest 20 to 40- 
percent equity in the construction of defense rental housing projects is negligible. 

Accordingly we believe the facts demonstrate the actual need for a new and 
special form of financial aid to private industry to produce the volume of rental 
housing considered necessary. We believe the provisions of title I of the bill 
provide a satisfactory approach to this problem, but we suggest that the title can 
be improved by an amendment as follows: 

We would like to recommend that in connection with mortgages to be insured 
under title I of the bill the FHA Commissioner be given authority to increase the 
mortgage limit, if necessary, in selected high-cost areas. This arrangement should 
be allowed under both the proposed section 903 and the proposed section 908. 
We have no specific limitations to recommend at this time, but we do feel that 
some provisions should be made to produce rental housing in higher-cost areas. 
In several locations in the United States, we have been advised by members of 
our association that it will be impossible to produce housing under the mortgage 
limits as set forth in the bill. If this is established as a fact, and housing is deter- 
mined to be necessary in such areas, we believe the Commissioner should have the 
authority to raise the mortgage limits in order to get the housing built. 

Second, population shifts are already occurring in increasing magnitude and 
the problems of providing housing at new defense installations is becoming acute. 

It has been said that the need for the special legislation provided by this bill 
has not yet developed and particularly that the anticipated housing shortages 
in defense areas are still a matter of speculation. Our reply to this statement is 
that we believe the housing facts of life in the areas sur rounding our big industrial 
cities bring us to exactly the opposite conclusion. The offices of many of our 
members are besieged daily by workers seeking housing accommodations in or 
near new defense plants now being constructed or about to be constructed. 
These requests are not. limited in any respect to the situation of the construction 
of a defense project in a remote area. It is unfortunate, but true, that in all too 
many instances no houses are available to meet the workers’ requests. We 
would cite as examples of what we are talking about the following: 

(a) Newark, Del., is a town of about 6,000 population located 10 miles south 
of Wilmington, Del. Now under construction at Newark is a new tank arsenal 
to be operated by the Chrysler Co. This plant has already received contracts 
totaling over $349,000,000. Upward of 6,000 workers—more than the present 

pulation of the entire town of Newark—will be employed at this one plant. 
Tn addition we are advised that a new chemical research laboratory for du Pont 
is to be built at Newark and that the du Pont Co. is planning to move an entire 
section of their executive staff from Washington to Newark. The personnel 
requirements of these latter two moves are still unknown, but it is obvious that 
under present building programs the housing needs in Newark are now critical 
and will shortly become intolerable. 

(b) Morrisville, Pa., is a town of about 8,000 population located opposite 
Trenton on the west bank of the Delaware River. Morrisville is the site of a 
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new United States Steel rolling mill. This mill, when completed will be the 
largest plant of its kind east of the Allegheny Mountains. Over 11,000 workers 
will be employed at this plant and the housing accommodations available—or 
projected under present programs—is insignificant. 

The above instances are just two examples of a situation which is becoming 
widespread, and undoubtedly members of the committee will know about similar 
conditions in many other areas. 

Third, the only satisfactory legislative approach to housing legislation is to 
anticipate the need for legislation and to take time to consider carefully a proposed 
bill. 

It has been suggested that inasmuch as this bill is admittedly ‘‘stand-by” 
legislation, it would be preferable to postpone consideration of the legislation until 
the need is demonstrably acute at which time congressional action could be taken 

uickly. 

. It is the opinion of the Mortgage Bankers Association that this conclusion is 
ill-formed and unwise on two counts. First: it is our experience that a compre- 
hensive housing bill in Congress is not—and by its very controversial nature can 
never be—passed quickly. To assume that this can be done is to fly directly in 
the face of the facts as we have seen them develop regarding the passage of housing 
legislation ever since the first National Housing Act was proposed in 1934. 
Second: it is our experience that when legislation is not carefully considered and 
is brought in at a late date to meet an emergency, and where quick passage is 
demanded, the Act which may result from such action is almost always less advan- 
tageous to private industry than the results which might have been achieved had 
the bill had a chance for full consideration and discussion. 

In arriving at the conclusions expressed the Mortgage Bankers Association does 
not consider that it has ‘‘abandoned”’ private industry, in any respect, and we 
would like to make the following comments specifically: 

1. We would like to emphasize that the large majority of needed defense housing 
can and should be done by private enterprise and that the expenditure of public 
funds for housing should be restricted to areas or situations where private enter- 
prise cannot perform its allotted task. We consider that the declaration of policy 
in this bill satisfactorily sets forth this principle, particularly in view of the corrobo- 
rative testimony of Mr. Raymond M. Foley, Administrator of the Housing and 
Home Finance Agency. 

2. In areas where it is considered necessary to construct additional defense 
housing, the provisions of regulation X and the allied credit controls of FHA 
and VA*should be relaxed as a first means of securing additional construction 
before utilizing the provisions of this bill. We have noted in the testimony of 
Mr. Foley that this step is contempiated, but we consider that the Congress might 
well spell out a direction to this effect so that there will be no possible misinterpre- 
tation of policy in this regard. 

3. Direct Government building of housing units as provided in title II of the 
bill should only be authorized as a last-resort measure after it has been demon- 
strated that private industry cannot perform the required construction. While 
we do not object to the provisions of title II of the bill in this regard, we believe 
that a legitimate case can be made for the inclusion in title I] of provisions which 
would (a) limit the time within which the Administrator should be permitted to 
exercise the authority contained in title II, (b) limit the number of units permitted 
to be built under title II, and (c) limit the amount of funds to be used for the con- 
struction of units under title Il. The association believes that fixing such limits 
would not serve unduly to handicap the Administrator’s responsibilities under 
title II of the bill but would on the other hand lend a desirable degree of certainty 
to the size, cost, and duration of the program. 

Further in connection with title II the association has the following additional 
suggested amendment: 

Section 203 of the bill restricts the cost of per family unit of any public housing 
built under the act. However, the section provides that “for the purposes of this 
section the cost of any land acquired by the Administrator upon the filing of a 
declaration of taking in proceedings for the condemnation of fee title shall be 
considered to be the amount required to be paid into court upon the filing of such 
declaration.” 

It is our experience that where land is acquired by condemnation proceedings, 
the amount required to be paid into court upon the filing of such declaration 
almost always represents a price less than the actual market value of the property, 
and that before the taking is concluded, the value of the property is usually ad- 
justed upward by the court as a result of testimony of expert appraisers. Under 
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these circumstances the provisions of the bill as stated above would permit the 
assignment of a land cost to a public housing project considerably less than that 
which a private builder would have to pay. This, in turn, would make the actual! 
construction cost limits higher for the public housing project than for private 
construction. 

We therefore recommend that the provisions of section 203 as to land valuation 
be rewritten to provide for a value to be assigned to the land based upon a com- 
petent appraisal. 

4. The provisions of title III of the bill are in general satisfactory to the asso- 
ciation recognizing 2s we do that in emergency cases such provisions may he 
necessary. However, our comments as to the duration of the program expressed 
in connection with title II are equally applicable to title I1I—we would recom- 
mend that the time be limited within which the President and the Administrator 
should be permitted to exercise the authority contained in title ITI. 

5. It is noted that in title IV of the bill a number of miscellaneous amendments 
are proposed to various statutes dealing with housing now on the books. The 
association is not opposed to the proposed amendments and considers that their 
enactment will in many instances be helpful to the industry. 


CONCLUSION 


In conclusion we would like to point out that it is indeed gratifying to see that 
in carrying out the proposals of this bill, it is provided that the programing and 
administrative operations will be performed by the Housing and Home Finance 
Administrator. We are in agreement with this method of operation. The 
administration of housing legislation must be left in experienced hands. The 
lessons derived from World War II defense housing operetions are still clear in 
our minds. We have confidence in the ability of the Housing and Home Finance 
Agency to do this job and that it will, in fact, carry out the operations under the 
bill in accordance with the principles stated in the declaration of policy. We 
think it would indeed be unfortunate if the responsibilities under the act were 
split up among different agencies as has been suggested by other witnesses before 
your committee. 

While our association, if it had been requested to draft housing legislation to 
meet the present emergency might well have come up with a bill differing in 
language and in certain other proposals from those contained in this bill, we 
consider that the proposals in the bill with the amendments proposed, are reason- 
able and are well-suited to meeting the present need. We have confidence that 
the Congress can—and will—supervise the operations of the Federal Housing 
Agencies under the bill, and that if these operations indicate a disregard of the 
principles as stated in the declaration of policy or an unwarranted extension of 
the Government’s control over or participation in the building field, the Congress 
will speedily act to put an end to such practices. 


Mr. Massey. I need not burden the proceedings of this committee 
by reading the statement now, but I would like to make a few obser- 
vations, if I may. 

The CHarrMANn. Proceed. 

Mr. Massey. I believe these observations will be more fully 
supported by our statement. 

First, we believe—we are a mortgage bankers’ association consisting 
of some 1,500 members, naividuels: and all types of lending institu- 
tions—we believe this special legislation is necessary now. 

We believe that the impact of a greatly accelerated defense program 
is such that a housing need is being created in many of our com- 
munities, and we would also like to advance the idea that you canno! 
build rental housing today in any volume with the present facilities 
under the Federal Housing Administration insured mortgage program 
The equity requirements under section 203 and section 207 of the 
present act, even if regulation acts were waived, are such as to require 
builders to invest from 20 percent to 40 percent in cash equity requue- 
ments with which to build these projects. 

So we have reached the conclusion that new and special housing 
legislation is necessary. It is gratifying to us to observe and note 
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that you intend to leave the programming operation in very experi- 
enced hands, in the hands of the Housing and Home Finance Adminis- 
trator. Our association believes that it would indeed be tragic if this 
program in operation were delegated to some other authority. 

We should like to make a specific recommendation with respect to 
title 1. We believe that this committee should study and examine the 
mortgage limitations set out under sections 903 and 908. We have 
had some representations from some of our membership that these 
mortgage limitations will preclude the construction of rental housing 
in volume in some areas. 

On the other hand, there are other areas, and plenty of them, where 
the mortgage limitations as established in the proposed bill are per- 
fectly adequate. 

With respect to title IJ of the proposed bill, we recommend this 
committee give consideration to setting a limit as to the number of 
units that the Government may build, a dollar amount as to expendi- 
ture of public funds for public housing, and the date upon which this 
committee and the Congress may reexamine title II of this proposed 
legislation. 

We make the same recommendations with respect to title IIT. 
We believe that title III should be studied with a view to establishing 
a limit beyond which title III will not operate. 

Title IV, the association feels, is a necessary adjunct and facility to 
any housing bill and title V contains certain administrative and 
technical amendments which we, too, feel are necessary. 

We would like to emphasize the fact that it is our belief that the 
major part of this housing program can be performed by private enter- 
prise. We feel that the Government should spend money for public 
housing only in those areas or in those price classes where private 
enterprise cannot perform its allotted task. 

I want to thank you for the opportunity, sir, of appearing before 
you and expressing our views and I shall be very happy to answer 
any questions that may occur to yourself or the committee. 

The CuatrRMAN. Your statements will be incorporated in the record. 

Mr. McDonovueu. Do you think in reading this bill over that any 
of the projects built as defense projects may become low-rent public- 
housing projects after the emergency has ceased to exist? 

Mr. Masszy. Do you mean the projects that will be built by private 
enterprise, sir? 

Mr. McDonoveu. No, I mean the projects that will be built by the 
Federal Government where private enterprise doesn’t enter the 
picture surrounding the defense area and that after the emergency has 
ceased to exist may become in the same category as the low-rent 
housing projects on the bill previously passed. 

Mr. Masszy. Yes. I believe that that will be the result of a public 
building program, that they will build permanent units and that in 
years to come they will be available at moderate rentals to families of 
modest incomes. 

Mr. McDonovan. You mean especially the multiple-family units? 

Mr. Massey. Yes. 

Mr. McDonoven. And possibly some of the individual units? 

Mr. Massey. Yes, sir, if they build detached houses. 

Mr. McDonoven. That is all, Mr. Chairman. 
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Mr. Bucuanan. Mr. Chairman, J might add that section 202 of the 
proposed legislation provides that all permanent housing provided 
under this title be sold as expeditiously as possible in the public 
interest and the permanent projects, of course, and other projects of 
multi-family dwelling nature likewise be sold on that basis so that 
there is little fear that they will be acquired as low-rent housing- 
projects under the Federal public loding agencies. I think section 
202 is very clear in that respect, if the legislation is enacted and it is 
carried out to its full maturity. 

Mr. McDonoveu. You mean that is in answer to the question I 
asked? 

Mr. Bucuanan. Yes. It is very clearly covered. 

Mr. McDonoveu. Of course, that was true with the defense hous- 
ing during World War II and here we have passed some 6 years since 
the war and there is still a lot of it that hasn’t been sold and the 
municipalities haven’t purchased it and it is low-rent housing under 
the control of the Government. Isn’t that true, Mr. Buchanan? 

Mr. Bucuanan. I don’t know that the exact language, similar to 
this, was enacted into that legislation at the time. It may have been 
in some form but I think this is a little more clearly and specifically 
set out to dispose of the matter in that fashion. 

The CuatrrMan. Any further questions? 

Mr. Deane. Mr. Chairman, I want to commend Mr. Massey on 
his splendid presentation. The point that I want to solicit your 
thinking on concerns the fact that at the present time the Housing 
Agency has been unable to process all the applications under 608 in 
keeping with actions of the Eighty-first Congress. In other words, a 
great number of people and organizations have gone to the expense 
of making applications for architectural services in some cases running 
up to several thousands of dollars. 

I realize that there have been abuses that have taken place in this 
particular program. At the same time in many instances it has been 
a very desirable program. 

The question I am thinking about is if you are in a position to state 
whether or not you think it would be practical or feasible, in keeping 
with fairness, to think in terms of trying to provide, in the present 
bill, avenues by which the number of applications, as provided by 
previous acts of Congress, might not be provided. 

Mr. Massey. Yes, sir; I think that is a very excellent observation. 
I believe that the Federal Housing Administration might possibly, 
for example, if a developer had filed an application for mortgage under 
608 and spent considerable money in preparing the application, sur- 
veys and architectural renderings and so forth—I believe if this were 
enacted that would give that builder permission to file under 908 and 
get credit for his previously paid examination fee under section 608, 
assuming that the project were located within a defense area and 
came within the meaning of this proposed bill. 

Mr. Deane. It may be true that some of the pending 608 applica- 
tions may not qualify under section 908. Do you have a comment on 
that? 

Mr. Massey. No, sir; I don’t. I agree with you that it is tragic 
that a great many of well-intentioned sponsors prepared applications 
for section 608 only to find that the insurance authorization was ex- 
hausted by the time that the analysis began on their cases. 
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I have no other’comment to record, except to voice the hope that 
FHA and the Housing and Home Finance Agency will construe those 
that are in defense areas to be eligible for reprocessing under 908. 

Mr. Deane. Assuming that the facilities or at least those particular 
plans and specifications would be a problem for that particular area? 

Mr. Masssy: Yes, sir. 

Mr. Deane. That is all, Mr. Chairman. 

The Cuarrman. If there are no further questions, you may stand 
aside. We thank you for your views. 

Mr. Deane. Mr. Chairman, the mayor of Wilmington, N. C., Mr. 
Royce S. McClellan, asked permission, or rather I requested it for 
him, that he might submit a statement. I have that statement. 

The CuarrMan. Without objection it may be inserted in the record. 

(The statement referred to above appears at pp. 196 and 201.) 

The CuarrMan. The committee will adjourn to meet tomorrow 
at 10:30 to consider the bill in executive session. 

(Whereupon, at 12:05 p. m., the committee was adjourned, to re- 
convene in executive session at 10:30 o’clock Wednesday, February 
7, 1951.) 

(The following statements were submitted to the committee:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OrricE OF DEFENSE MorILizaATION, 
Washington, D. C., February 1, 1951. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuatrman: I desire to take this opportunity to express to your 
committee my views regarding the importance to the mobilization program of the 
bill, H. R. 1272, which you recently introduced and upon which your committee 
is now holding hearings. This bill, to be known as the Defense Housing and 
Community Facilities and Services Act of 1951, embodies recommendations of the 
President made in his State of the Union and budget messages for legislation to 
assure that the housing and community facilities required to support direct basic 
defense activities can be provided where they are needed in time to avoid disrup- 
tion to the defense program. 

The seriousness of the situation with which we are presently confronted, and 
which has made necessary the undertaking of a mobilization program of the 
character now contemplated cannot be overemphasized. It is our purpose to carry 
cut this program to the maximum extent practicable through the use of existing 
facilities, but acute shortages of housing and community facilities for the men 
required to man the production lines are already developing in some areas. Where 
new facilities are being built or existing facilities are being expanded the shortage 
of housing accommodations and community facilities for the manpower flowing 
into these areas raises a problem of magnitude and importance the solution of 
which should not, in my opinion, be postponed. Our previous experience is 
evidence of the fact that if the required housing and community facilities are not 
available in the places and at the times they are needed, our production program 
can suffer serious and crippling delays. 

The Office of Defense Mobilization participated in the discussions leading up 
to the President’s legislative recommendations for defense housing and community 
facilities incorporated in H. R. 1272 and, if it should be enacted, I would consider 
it my duty to maintain similar close coordination between operation of the mobili- 
zation program and administrationof this bill. In my opinion, exercise of the 
authority provided by this bill must be keyed to the mobilization program and 
employed only where real need arises. The governing factor for its use and 
implementation must be a clear necessity and direct relationship to the defense 
effort. 

It is a source of considerable assurance to me that the first legislation considered 
by your committee after the 82d Congress convened is legislation which bears so 
essential and important a relationship to the mobilization program. Enactment 
of this legislation at this time will prevent embarrassment to this effort and avoid 
the necessity for forced decisions and hasty actions at a later date. 

Sincerely yours, 
C. E. Witson. 


78408—51———-2 
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NaTIONAL Retait LuMBER DEALERS ASSOCIATION, 
Washington, D. C., January 81, 1951. 
Mr. Brent SPENCE, 
Chairman, House Banking and Currency Committee, 
House Office Building, Washington, D. C. 

Dear Mr. CuairMan: It is respectfully requested that the views of the retail 
lumber dealers of the country on H. R. 1272, the defense housing bill, as expressed 
herein, be made a matter of record in the hearings now being conducted by your 
committee. 

The retail lumber dealers urge the members of the Banking and Currency 
Committee to take no action approving this bill. : 

It is believed that the defense housing needs can be accomplished largely, if 
not wholly, by the administrative changes relaxing regulation X where necessary 
in selected areas. No new legislation is necessary to accomplish this. : 

Following this procedure would enable Congress to withbold further action until 
more is known about the locations where defense housing will be needed and the 
number of units required. 

The pending bill is stand-by legislation, according to the testimony of Housing 
and Home Finance Administrator Foley, and no immediate need for the bill has 
been shown. It is believed that when the need for defense housing is determined, 
this need can be met much more expeditiously by an administrative relaxation of 
regulation X which is now fairly well understood by the building industry, than by 
proceeding under entirely new legislation. 

The retail-lumber dealers will cooperate fully to bring about the construction of 
areas where it is needed. So far, however, these areas have not been designated 
and the number of units necessary has not been determined. 

In view of the critical state of the Federal budget and the urgent need for elimi- 
nation of all unnecessary Government expenditures, it appears that the broad au- 
thorization of such a program before any specific immediate need has been demon- 
strated would be unsound. 

This legislation would not add to the supply of building materials available for 
housing and would, therefore, in no way increase the amount of defense housing 
that could be constructed. 

There have, up to this time, been no major population moves which would justify 
a large volume of defense housing at this time. 

Instead of launching a supplemental program for new defense housing as pro- 
vided in the pending bill, the aim should be to first award defense contracts at 
locations where factories and housing already exist, as provided for in the Defense 
Production Act of 1950. 

It is, of course, for Congress to determine the need for this legislation. It is 
respectfully submitted, however, that it is a difficult task to pass upon the neces- 
sity for such legislation before Congress had had an opportunity to study the over- 
all defense requirements. No good could be accomplished by jumping in so fast 
with an authorization of this magnitude before our pressing defense requirements 
are presented. 

We subscribe to the view that with proper encouragement private industry 
will be able and willing to provide most, if not all, of the defense housing require- 
ments. H.R. 1272 is admittedly stand-by legislation. However, when stand-by 
legislation is passed there is a tendency to resort to it before such action can be 
fully justified. The determination of the need for its use should remain in Con- 
gress alone. 

If there can be a relaxation, on a selective basis, of credit controls, Congress 
will have a better opportunity to determine the necessity for additional legislation 
as more specific evidence of our defense needs is available. 

There should be no objection to this procedure. In Housing Administrator 
Foley’s testimony, it was stated: 

“Tt would be my view that as certain areas are, in the determination of the 
President, declared defense areas our first step in implementing that determina- 
tion would not necessarily be immediate resort to the authorities contained in 
S. 349. Instead, the regulations now governing private credit, whether conven- 
tional or Government assisted, would probably be relaxed on a selective basis. 
It may be possible, for example, to meet some, most, or possibly all, additional 
needs for defense housing in some localities through private building by relaxing 
the credit terns which presently govern the financing of private housing * * *” 
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In view of this statement by the Housing Administrator, it appears to the 
retail lumber dealers that no supplemental legislation for private defense housing 
and community facilities is necessary at this time. 

It is therefore respectfully urged that action on H. R. 1272 be withheld and 
that the authority to encourage the construction of housing by private industries 
under existing law be fully utilized to accomplish the gbjectives before supple- 
mental legislation is approved. 

Respectfully yours, 
H. R. Norruvp, 
Executive Vice President. 


STATEMENT OF Marcie SornsoN MAtmBerG, Director, WASHINGTON OFFIce, 
AMERICAN LIBRARY ASSOCIATION 


Iam Mrs. Margie Sornson Malmberg, director of the Washington office of the 
American Library Association. This is a professional organization of more than 
20,000 school, college, special, and public librarians in the United States. 

We are appreciative of an opportunity to present a statement on H. R. 1272. 
We are in the accord with the objectives of the bill to insure adequate housing 
and community facilities in areas newly created or suddenly overexpanded, and, 
therefore, unable to supply an adequate number of homes and services normally 
available. 

We are especially pleased to note that educational and recreational services are 
to be provided, for already librarians in impacted areas are reporting demands for 
services which their inadequate resources cannot meet. People want technical 
books for retraining in war jobs, as well as books which will not only give them an 
understanding of current problems and themselves, but will provide them with 
the inner security all people need in time of stress. State library agencies are 
reporting the library needs of new communities. No modern community can 
long operate without the technical, informational, recreational, and inspirational 
materials of a library. The Atomic Energy Commission, for instance, has found 
it necessary and wise to provide public library service to the people of Oak Ridge, 
Richland, and Los Alamos. Of course, their technical libraries, of an entirely 
different character, are in a class by themselves. 

To whomever is given the administration of these provisions of the act, we 
would pledge our cooperation and support. We would urgently suggest and 
assume that any administrator would work through the State library extension 
agency, and the local library boards respectively. In the case of an entirely new 
community there would be no library board, but the State library extension 
agency would offer valuable advice. We would assume that Federal funds would 
be used to supplement the efforts of those communities where local and State 
sources of revenue were being fully utilized. 

It has been gratifying to read the testimony presented before your committee, 
and to note that members have asked that libraries be listed among the community 
services. I would leave to your discretion whether there should be specific 
mention in the bill itself, or whether inclusion in the committee report is sufficient. 


Fresruary 2, 1951. 
Hon. Brent SPENCE, 
Chairman, House Committee on Banking and Currency, 
New House Office Building, 
Washington, D. C. 

Dear Mr. Sprence: We, the duly authorized representatives of the organiza- 
tions indicated below, wish to express our joint interest in the sections of H. R. 
1272 that expressly provide for child care centers. Already mothers in defense- 
impacted areas who are employed outside their homes are having serious diffi- 
culties in providing adequate care for their children. Production efficiency, 
regularity of job attendance, and avoidance of high turn-over of employed mothers 
will depend largely on whether or not satisfactory child care services can be offered 
by the community. 

We wish to endorse strongly the provisions in this bill whereby the President 
be vested with authority to transfer to the appropriate established Federal agency 
the planning and programing of such items as child care centers, et cetera. 
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May we ask that this letter be brought to the attention of the members of your 
committee and that it be printed in the record of the hearings. 
Most cordially yours, 
Mrs. James IRWIN, 
National Board of YWCA. 


Mixuprep Horton, 
- American Home Economics Association. 


CLAIRE SIFTON, 
National Consumers’ League. 


rate Mary E, Leeper, 
Association for Childhood Education International. 


Mrs. Louis OTTENBERG, 
National Council of Jewish Women. 


CHAMBER OF COMMERCE OF THE UNITED StaTEs OF AMERICA, 
DEPARTMENT OF GOVERNMENTAL AFFAIRS, 
Washington 6, D. C., February 6, 1951. 
Hon. Brent SPENCE, 
Chairman, Banking and Currency Committee, House of Representatives, 
House Office Building, Washington 25, D. C. 

Dear CHAIRMAN SPENCE: The Chamber of Commerce of the United States 
believes that the Government has ample authority to facilitate the construction 
of defense housing and that H. R. 1272 should be laid aside until a definite need 
for it develops. 

Our current rearmament program will of course involve many changes in the 
American economy. It inevitably will involve the shifting of materials and 
manpower from the production of civilian goods to military and related require- 
ments. But this does not necessarily involve large-scale migrations of workers 
which would create major housing problems. Defense orders are now being 
placed principally in and near existing centers of production and involve a shift 
in product, not a shift in the geographical location of the workers. 

Fortunately this Nation has a large, well-equipped, and highly skilled private 
construction industry which has built up its productive capacity to the highest 
volume of housing in history. Materials scarcities and other factors resulting 
from the current emergency have made it necessary, through federally imposed 
controls, arbitrarily to reduce its output approximately 50 percent in a single year. 
This industry is ready and willing to build all the defense housing needed as fast 
as it is needed.. It should be given the opportunity to do so before setting up 
an elaborate set of Federal subsidies and planning agencies. 

Ample powers now exist for the relaxation of credit controls in defense areas 
by administrative action—a step which would be highly effective in stimulating 
private construction. As regards isolated areas, further extension of title VIII 
of the National Housing Act (the military housing amendment) would be rela- 
tively simple, and would attract large-scale builders now facing the curtailment 
of their normal operations. This title could include now installations of the 
Atomic Energy Commission if desired, although that agency already has built 
several new communities under its existing powers and could do so again. The 
Defense Production Act also carries numerous provisions that could be used to 
aid and stimulate private construction for defense purposes. 

No risk to the rearmament effort is involved in this recommendation because 
Congress will be in session during the critical months’ahead. The matter alread) 
has had committee consideration and legislation could be passed quickly should 
a clear need for it become apparent. On the other hand, immediate passage of 
H. R. 1272, with its broad grants of blanket authority, would encourage hasty 
and ill-considered action and would add materially to inflationary pressures. 
With a well-tested, efficient tool at hand. it seems unnecessary to forge a new 
instrument to meet a need still largely undefined. 

I would appreciate it if you would make this letter a part of the record of your 
hearings on H. R. 1272 

Cordially yours, 
CLARENCE R. Mites, Manager. 
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STATEMENT BY BERNARD WeITzER, NATIONAL LEGISLATIVE DirEcTOR, JEWISH 
War VETERANS OF THE UNrTep States or AMERICA 


The support of the Jewish War Veterans of the United States of America for 
the defense housing bill which you are considering is based by our national 
executive committee on the following clause from the resolution on nationa 
ey ae at our national convention held in Asbury Park, N. J., October 
4-8, 1950: 

“That a stand-by program be formulated during the Eighty-first Session of 
Congress for mobilizing our industrial, transportation, construction, distribution, 
agricultural, and financial resources to go into effect immediately upon declaration 
of war, and providing for severe limitation upon private profits such as have 
accrued in previous wars.” 

Though H. R. 1272 is properly termed a defense housing bill, we view it as one 
of the essential elements in the manpower and production for preparedness phases 
of our country’s determination to deter aggression and war and, if need be, to 
fight a victorious war. 

To carry out our determination successfully, we need manpower not only in our 
Armed Forces but hard-working, efficient, and productive manpower in every one 
of the production facilities already in being or to be built in order to provide the 
military equipment, matériel, and ammunition required for our own Armed Forces 
and those which we are to provide for our allies. 

Factory workers who put in a full productive day’s work want to return to a 
decent home when the day’s work is done. The difficulties of recruiting and hold- 
ing factory employees where decent dwellings are not available was amply demon- 
strated in World War II. The tremendous costs caused by the need for constant 
recruiting, the fateful production delays resulting from heavy labor turn-over, and 
the high percentage of rejection of faulty parts and products added billions of 
dollars to the cost of World War II. Much of this was due to the fact that the 
construction of decent housing facilities was not planned in advance to go along 
with the construction of plants, military installations, and other war-needed 
facilities. This situation was aggravated in many instances by the inability of 
communities, large and small, which did not have the financial means or the 
technical staffs to produce the municipal facilities required by the great increases 
in their population. The latter included water supplies, sewerage, schools, 
recreation centers, etc. 

H. R. 1272 is directed to correct the weaknesses demonstrated in World War IT. 
We are glad to see that the emphasis is placed upon having rental dwellings pro- 
vided to the greatest possible extent by private enterprise. 

The financial aid provisions should make it possible for private builders who are 
willing to take the risk to produce the needed housing in most instances. We 
hope that your committee will see to it that necessary safeguards are provided so 
that these private builders will not find in this defense housing the bonanza which 
they had in section 608 housing. Perhaps it would be possible to include a renego- 
tiation paragraph similar to that called for in war contracts. This defense 
housing is as much a war contract as a contract for producing 10,000 tanks, 
several hundred airplanes, or half a million pairs of shoes. 

Whenever the production of defense housing is not a good business risk, the 
Government should shoulder the burden by constructing the needed dwellings 
itself, as provided for in the bill. 

And in either situation the Housing Agency, working in close cooperation with 
the other agencies of the Government involved, should acquire the land adjacent 
to the installations or nearby, in order to eliminate the speculative profits which 
are added to the building costs when chiseling speculators get into the game. 

One important point is that adequate provision must be made for building homes 
under this bill at prices which the ordinary workingman can afford to pay, and 
homes large enough for a family to live in. Otherwise, it will not be possible to 
get the steady family men who will put in a full day’s work and a full working 
week, 

What is true of the housing itself is likewise true of the communities, for a 
husband and a father will not readily go to work and bring his family to live in a 
community not fit for a family to live in. Therefore, we favor the clauses in the 
bill which provide for financial aid to communities to enable those communities 
to erect and equip the buildings and the installations required to take care of the 
increased populations which move in to man the factories. 
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In considering the financial commitments called for by this bill, we are painfully 
aware that the figures run high, but we also realize that with a preparedness ex- 
penditure of some $40,000,000,000 it is easy for costs to be run up 5 or 10 percent 
because of the inefficiences which are likely to result for the lack of the things 
provided for in this bill. As a consequence, in the effort to save money we are 
ae to find ourselves spending in another form, wastefully, and*getting nothing 

or it. 

We hope that your committee will see fit to provide in this bill for veterans 
preferences as in other housing bills (in the case of veterans who are defense 
workers) with suitable exceptions to preferences for nonveterans who possess 
essential skills upon the certification of the plant management. 

We appreciate this opportunity to present our views to your committee. 


STATEMENT OF Puitip Scuirr, CHAIRMAN, NATIONAL Pusiic Socrau Pouicies 
CoMMITTEE, AMERICAN ASSOCIATION OF SoctaL WorkKERS, NEw York, N. Y. 


A sound basis of planning for defense, in our opinion, was presented to the 
joint House and Senate on February 1 by Gen. Dwight D, Eisenhower after his 
trip to Europe, who said: ‘‘We are concerned only with one thing. In a world in 
which the power of military might is still too respected, we are going to build for 
ourselves a secure wall of peace, of security.” 

As to how long we shall estimate the period of defense preparation, the general 
said: ‘‘We have to devise a scheme that we can support—over the next 20 years, 
30 years, whatever may be the time necessary—as long as the threat of aggression 
remains in the world.” 

The American Association of Social Workers presents its testimony on the 
yroposed Defense Housing and Community Facilities Act of 1951 in the reluctant 
belief that we may face partial mobilization for perhaps 20 or 30 years. During 
this period we believe. the people may be called upon to make sacrifices of their 
standards of living, to bear the burdens of increased taxation, to face the separa- 
tion of members of families from one another, and perhaps to make the supreme 
sacrifice. We believe we should accept such conditions as normal. We believe 
that our economy will need to gear itself to carrying on American life without 
evading such responsibilities which in easier times have proved difficult enough to 
fulfill. 

We believe that the defense effort of this decade requires a maximum contribu- 
tion of every citizen. We believe that totalitarian propaganda must be met by 
action which actually brings about the democratic way of life. To us, this means 
that the progress heretofore made toward better health, better community life, 
better family living conditions, better housing, elimination of slums and blight from 
the lives of all Americans must go forward. Inthe same way, America’s industrial 
life must be strengthened, expanded, and thus enabled to meet all new demands 
made upon it. 

With respect to the specific provisions of the bill before us we recognize fully 
that it is essential that housing and community facilities needed to support the 
defense effort be provided in sufficient time to avoid delaying or impeding these 
activities as sometimes occurred during World War II. 

The association approves the policies of the bill as follows: 

(1) We believe that Federal agencies constructing defense facilities should 
consult with agencies concerned with housing and manpower requirements and 
should take into consideration the need for these related requirements. 

(2) We believe that housing, schools, day-care centers, and other community 
services should be constructed and available by the time the defense workers are 
recruited; such housing and services must be planned and constructed concur- 
rently with defense construction. 

(3) We believe that housing should be primarily for rental when constructed to 
support defense activities. However, the association cannot agree that com- 
mercial rentals be charged irrespective of ability to pay. We believe that rents 
should be established in accordance with the incomes, family size, and room re- 
quirements of defense personnel and that the Housing and Home Finance Agency 
should be required to certify that private enterprise can provide housing of the 
required rents, and number of rooms per dwelling unit, within the ability of the 
defense workers at respective income levels. 

To that end, we believe that every incentive should be given to nonprofit co- 
operative organizations prepared to construct low-cost dwellings under the Na- 
tional Housing Act with FHA aid. 
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(4) We heartily agree that private enterprise should be given every aid to pro- 
vide housing to the extent they candoso. We believe, too, that the Public Hous- 
ing Administration should be empowered, as it would be under this bill, to con- 
struct housing for those for whom private enterprise cannot profitably do so. 

Because workers will be recruited for their skills rather than for their family 
sizes, we recommend that special provision be made for large-size dwelling units 
or for throwing two units together so that such families can be adequately ac- 
commodated. 

(5) We cannot agree that Government-constructed housing should be sold as 
soon as possible. We are too well aware of the usual deficit in low-rent housing 
and of the profiteering in sales housing which skyrockets prices out of the range 
of the wage earners whose need for housing is the most urgent. Such housing 
should be managed by public housing authorities so long as the need for low- 
rent housing has not been met. 

(6) To give the Nation the needed staying power in a defense crisis which may 
last a generation or two, we strongly urge that the mistakes of the World War II 
construction of ‘“‘temporaries’”’ be avoided. Permanent housing costs little more, 
and takes little longer time to construct. Plumbing and other facilities are usually 
the same in either type. We believe that families of defense personnel can be 
counted upon for patient cooperation provided they are given to understand that 
a program of sound construction, adequately site-planned, is under way. 

(7) We favor the proposition that the Housing and Home Finanee Agency 
should be responsible for the total construction and planning of housing and 
community facilities. However, we believe that all community services as they 
relate to the present functions and programs of FSA and the Office of Education 
should definitely be assigned to them. 

(8) We approve of the acquisition plan and disposition of sites for housing and 
community facilities by the Housing and Home Finance Agency where needed in 
order to prevent land speculation, or when otherwise essential to provision of these 
facilities. 

In conclusion, our association wishes to go on record with respect to the needed 
continuance and strengthening of the present program under the provisions of the 
Housing Act of 1949. We believe that the lengthy waiting list of every public 
housing authority in the country, whether in the large cities or small towns, the 
continued shortage of low-rent accommodations, the threat to proper maintenance 
of existing dwellings occasioned by materials and other shortages, the municipal 
programs for housing and urban redevelopment now in the blueprint stage all 
testify to the necessity for continued action. 

Regulation X, which has tended to limit new construction of houses to those who 
ean afford a very substantial down payment, has tended to remove more and more 
low-wage-earners from the housing market. Good housing is needed for all, not 
merely some, of the people. For this and other reasons enumerated above, we 
urge that in the interest of conserving and utilizing the Nation’s manpower, the 
public housing program be continued and strengthened to the maximum extent 
possible. 

We believe that in the last analysis the power of this Nation is no greater than 
the strength of each of its individual citizens irrespective of their national or 
religious background, color, or racial heritage. National defense demands that 
there be no chinks in our wall of security. Enforcement of the defense housing 
bill would contribute substantially to national defense. Its early enactment is 
indicated. 


House or REPRESENTATIVES, 
Washington, D. C., February 7, 1951. 
Re H. R. 1272, Defense Housing and Community Facilities and Services Act 
of 1951. 
House ComMMIrTeE ON. BANKING AND CURRENCY, 
House Office Building, Washington, D. C. 

Dear CoLtieacuss: I had hoped to appear before your committee to speak in 
behalf of two amendments to H. R. 1272. However, I was unable to assemble all 
my data in sufficient time to present it. Accordingly, with your permission, I am 
filing this written memorandum to which I trust you will give consideration in 
your deliberations on the merits of H. R. 1272. 

I do not wish it to be implied that, because I am suggesting certain amendments 
to the bill, I am in favor of the basic idea of the bill. I have not yet decided in 
my own mind whether further Federal activity in the housing field is necessary 
for defense. All I am trying to do with these proposed amendments is to make 
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certain that if, in the wisdom of the committee in the House, and the House as a 
whole, it is decided that there is further need for Federal activity, that it be done 
in such a way that it may conform with the developments already going on in 
local communities. 

First of all, let me state that the desirability of amending H. R. 1272 in accord- 
ance with the suggestions I will hereinafter set out comes to my attention through 
the immediate problems affecting my district. My district is the Twelfth Missouri 
District and includes one-third of the city of St. Louis and all of St. Louis County, 
a population of some 750,000 people. St. Louis City is one political unit and 
St. Louis County is another political unit. By Missouri Constitution, the city 
boundaries were set in 1870 and, accordingly, the city has not been able to expand 
its boundaries. The result has been that the great growth of the St. Louis area 
has occurred outside the city boundaries in St. Louis County and across the river 
in Illinois. St. Louis County has increased in the past 10 years in population from 
some 250,600 to substantially over 400,000 and is continuing to increase rapidly, 

I do not believe, however, that the situation in St. Louis County, which these 
suggested amendments are designed to take care of, is unique. In fact, I discussed 
this matter with Mr. Hallahan, clerk of your committee, and he states that your 
committee has already had this general proposition brought to its attention. 

Briefly, then, here is the argument I would like to present for consideration. 

This bill is complicated and raises the questions of (a) whether or not a building 
program shall be temporary or permanent, and (b) whether or not it shall be done 
by private enterprise or Government building. It is undoubtedly intended to be 
sufficiently broad to meet every contingency. It is weakest with respect to its 
announced objective of building for permanency by private enterprise. 

The sections covering this begin with section 901 on page 5 and run to section 
102 on page 23, and the weakness of these sections is found in lines 20 and 21, page 
8, and lines 24 and 25, page 21, wherein there is a limitation on the cost of the unit. 

At Lambert Airport, St. Louis County, there is a substantial existing industrial 
development dedicated in large part to war production and to peacetime produc- 
tion as well. There is vast room for expansion, and it is currently being expanded 
at a tremendous rate for war production with ultimate peacetime utility. 

Homes are presently being planned and built to house the workers. The 
development has been arrested somewhat in recent months by credit restrictions, 
but the whole area has been planned and partially developed at great expenditure 
of research, money, and time, and in keeping with the needs of the locality. 

The bill, as drawn, would largely require the scrapping of that planning, a dis- 
location of the nature of the development, and the substitution of an entirely 
different development partially, if not wholly, incompatible with that heretofore 
started and obviously of a less desirable type and of highly questionable permanent 
value. 

There seems to be no particular reason why the Administrator should not have 
authority, in connection with the construction of housing as well as publie facil- 
ities, to take advantage of such a mature, or maturing, program as that described 
above. There seems to be no reason why the Commissioner should not have 
the same flexibility in aiding public building in the United States as has been 
given to the Housing and Home Finance Administrator in connection with 
housing projects outside territorial United States as provided in lines 9, 10, and |! 
of section 203 on page 28. The proposed amendments do that, and only that. 

Such amendments would not restrict housing development because of the rest 
of the bill providing for mobile units, Government-built units, and other projects 
for isolated areas, and this provision is discretionary with the Commissioner 
rather than mandatory. 

The amendment merely vests in him the authority, at the request of the local 
community where there is already in existence both a war-production site and a 
planned and going community in eonnection therewith, which has been planned 
for land use and community facilities to take advantage of such aid, to assist the 
community in establishing a permanent development that is geared to the par- 
ticular needs of that community and is adaptable and practical to that community 
in the completion of the housing and facilities heretofore undertaken. Since it is 
not mandatory, the Commissioner could exercise his discretion in accordance wit! 
the showing made in connection with the application. 

As previously observed, if we are vesting him with that authority without any 
limitations in Territories and possessions, there can be no valid reason for not vest- 
ing him with the discretion with certain limitations in the United States. 

If we are vesting the Administrator with such discretion without limitations in 
the Territories and possessions outside the United States, there can be no valid 
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reason for not vesting the Commissioner with the same discretion with limitations 
to aid in the development for the same purposes within the United States. 

A bill has just recently been introduced in the Missouri State Legislature as a 
companion program to H. R. 1272. Furthermore, the administration of St. Louis 
County embarked upon a long range county planning program some 10 years ago, 
and this planning program has developed consistently to date. We are most 
anxious that whatever is done in St. Louis County conform to this over-all master 
plan. The people of the communities in St. Louis County are concerned only 
that the Government, insofar as is practical, aid them in the development of the 
type of community which they themselves, including the workers in these plants, 
have established, and believe is in the best interests of the local community both 
in the wartime effort and for the days ahead. 

I trust that the committee will be impressed with the validity of these amend- 
ments, particularly since they will have limited application to areas in being and 
plans maturely developed. 

Sincerely, 
TuHos. B. Curtts, 
Member of Congress, Missouri, Twelfth District. 


PROPOSED AMENDMENT TO H., R. 1272. 


Amend H. R. 1272, page 22, section 908, subsection (b) (2) (C) line 3, by 

striking out the comma after the word “use’’ in said line 3 and inserting in lieu 
thereof a colon and inserting thereafter the following language: 
“Provided, That in any area where there was a substantial diversified industrial 
development prior to January 1, 1951, devoted in whole or in part to war produc- 
tion and capable of substantial development into wartime potential, and located 
in or adjacent to an undeveloped or partially developed community adaptable 
for the housing of workers engaged in such wartime production, which com- 
munity, through the proper local subdivisions of government, and the Adminis- 
trator, at the request of such community, shall find it desirable to conform to 
such established community land-use program, the Commissioner may increase 
any such dollar limitation by 33% per centum.” 


PROPOSED AMENDMENT TO H. R. 1272 


Amend H. R. 1272, section 903 (b) (2), page 9, line 7, by striking out the 

semicolon at the end thereof and inserting in lieu thereof a colon and adding the 
following language: 
“And provided further, That in any area in the United States where there was a 
substantial development prior to January 1, 1951, devoted in whole or in part to 
war production and capable of substantial development into wartime potential 
and located in or adjacent to an undeveloped or partially developed community 
adaptable for the housing of workers engaged in such wartime production, which 
community, through the proper local subdivisions of government, shall have a 
planned land-use program in effect or in the process of development, and the 
Administrator, at the request of such community, shall find it desirable to con- 
form to such established community land-use program, the Commissioner may 
increase any such dollar limitation by 33% per centum;”. 


Xx 





